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Foreword 

rpHE Revenue Bill of 1918 was reported by the 
-*" Conference Committee on February 6, 1919, 
passed the House of Representatives on February 
8, 1919, and passed the Senate on February 13, 
1919 in the same form as reported. The Bill is now 
awaiting the signature of the President. Because of 
the absence of the President, some delay will be expe- 
rienced in obtaining his approval. If the bill is not 
signed at an earlier date, it will become a law at the 
expiration of ten days after its receipt by him. 

Owing to the interest of individuals, partnerships 
and corporations and business generally in the con- 
tents of this Bill, we have printed the law and smn- 
maries contained in this booklet from a copy of the 
Bill reported by the Conference Committee which 
we believe to be correct. The summaries have been 
carefully prepared with the view of giving the busy 
man an opportunity to familiarize himself with the 
contents of the law without the necessity of reading 
the bulky text. 

The booklet has been so arranged that the text of 
each title of the law immediately follows the siun- 
mary, enabling the reader to readily refer to the 
text for details concerning the contents of the sum- 



maiy. It should be borne in mind that the examples 
and interpretations given in the summary have been 
made prior to any official interpretations of the 
Treasury Department and although we believe them 
to be correct, they are subject to any changes which 
may be made necessary by official interpretations 
subsequently made. 

We shall be glad to furnish copies of this booklet 
upon request and to render assistance in the prepara- 
tion of returns. 

Guaranty Trust Company of New York 

February 14, 1919 
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Title I. — General Definitions 

Section 1. That when used in this Act — 

The term "person" includes partnerships and corporations, Person 
as well as individuals; 

The term ''corporation" includes associations, jointHBtock CorporaHan 
companies, and insurance companies; 

The term "domestic" when applied to a corporation or 
partnership means created or organized in the Umted States; Domestic 

The term "foreign" when applied to a corporation or 
partnendiip means created or organized outside the United Foreign 
States; 

The term "United States" when used in a geographical 
sense includes onl^ the States, the Territories of Alaska and United States 
Hawaii, and the District of Columbia; 

The term "Secretary" means the Secretary of the Treas- Secretary 

The term "Commissioner" means the Commissioner of CommiS" 
Internal Revenue; sioner 

The term "collector" means collector of internal revenue; CoUoctor 

The term "Revenue Act of 1916" means the Act entitled 
"An Act to increase the revenue, and for other purposes," Reifenue Act 
approved September 8, 1916; of 1916 

The term "Revenue Act of 1917" means the Act entitled 
"An Act to provide revenue to defray war expenses, and for Revenue Act 
other purposes," approved October 3, 1917; of 1917 

Th& term "tai^ayer" includes any person, trust or estate 
subject to a tax unposed by this Act: Taxpayer 

The term "Government contract" means (a) a contract 
made with the United States, or with any department, bureau, Govemmerd 
officer, commission, board, or agency, imder the United States Contract 
and acting in its behalf, or with any agency controlled by any 
of the above if the contract is for the benefit of the United 
States, or (b) a subcontract made with a contractor performing 
such a contract if the products or services to be fiunished 
under the subcontract are for the benefit of the United States. 

The term "Government contract or contracts made between 
April 6, 1917, and November 11, 1918, both dates inclusive" 
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when applied to a contract of the kind referred to in clause 
(a) of this para^aph, includes all such contracts which, al- 
though entered mto during such period, were originally not 
enforceable, but which have been or may become enforceable 
by reason of subsequent validation in pursuance of law; 
The term "military or naval forces of the United States " 
Military or includes the Marine Corps, the Coast Guard, the Army Nurse 
N<wal forces Corps, Female, and the Navy Niu^e Corps, Female, but this 
shall not be deemed to exclude other units otherwise included 
within such term; 
The term "present war " means the war in which the United 
Present War States is now engaged against the German Government. 

For the purposes of this Act the date of the termination of 
End of War the present war shall be fixed by proclamation of the President. 
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Title n. — Income Tax 

Summary 

RATES OF TAXATION 

Indwidiuds 
Normal Tax 

The rate of normal tax upon the net income of indi- 
viduals is as follows: 

Citizens and Residents of the United States 





For 1919 




and 


For 1918 


thefealter 


6% 


4% 


18% 


8% 



On first $4,000 in excess of credits 
Balance over $4,000 

Nonresident Aliens 

On total net income from sources with- 
in the United States in excess of credits 1S% 8% 

• 

Surtax 

Citizens and residents of the United States and non- 
resident aliens are also subject to a surtax which is assessed 
on net income (without deduction of credits) in excess of 
$5,000. The rates of surtax for citizens and residents of 
the United States and nonresident aliens are the same. 
{Sec. 211-a.) 

The chart on page 11 shows the rates of normal tax 
and surtax and the total tax on residents and citizens of 
the United States on certain specified amounts of net 
income. 

Sale of Mines, Oil or Gas Wells 

In case of a bona fide sale of mines, oil or gas wells, 
or any interest therein, where the principal value was 
demonstrated by prospecting and exploration or discovery 
Work done by the taxpayer, the amount of the surtax 
attributable to such sale is limited to SO per centum of the 
selling price. (Sec. 211-b.) 

Incorporation to Avoid Surtax 

A corporation availed of for the purpose of preventing 
the imposition of the surtax upon its stockholders by the 
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aocumulation of profits, shall be taxed in the same 
maimer as a personal service corporation, except that such 
corporation shall be subject to war-profits and excess- 
profits tax, which shall be deducted from its net income 
before the computation of the proportionate share of each 
stockholder. (Sec. 220.) 

Illustration A, — Comjndatum of Income Tax of a Citizen 

of the United States Having Five Dependent Children 
Gross Income 

Business 

Dividends 

Interest ("Tax-Free Bonds") 

Interest (Liberty Bonds, taxable) 

Rents 

Estate of John Doe 

Total 
Deductions 

Business Expenses 

Losses 

Depreciation 

Bad Debts 

Real EsUte Taxes 

Total 

Net Income, subject to Surtax 
Credits 

Dividends 

Personal Exemption 

Exemption, five dependent Children 

Interest on Liberty Bonds 

Total 
Income subject to Normal Tax 
Normal Tax 

$4,000 at 6% 

28,000 at 12% 

Total Normal Tax 

Less 2% Tax withheld on "Tax Free" Bonds 

Balance Normal Tax 
Surtax on $41,000 

Total Tax $7,180 
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$35,000 




5,000 


« 


1,000 




1,000 


1 


5,000 


«' 


8,000 






$5o,ooa 


$5,000 




2,000 


■ 


500 




1,000 




500 


' 




9,000 




$41,000 


$5,000 




2,000 




1,000 




1,000 






9,000 




$32,000 




$240 




3,360 




$3,600 


Bonds 


20 




$3,580 




3,600 



INCOBIE TAX CHART 




•Totid SutUi i» the toUl oL 

•Exemption 12,000. No kUanDas u made fo 
on liberty Boodi, if any, included io net iow 



Diedit fix (^vidnidB or intonst 



Corporations 
(Other than Personal Service Corporations) 

Domestic Corporations 

On total net income in excess of credits, 12 per centum 
for 1918 and 10 per centum thereafter. (Sec. 230.) 

Illustration B, — Computation of Income Tax of 
Domestic Corporations 
Gross Income 

Business $275,000 

Dividends, Domestic Corporations 15,000 

Interest Liberty Bonds (ta3table) 5,000 

Rents 5,000 

$300,000 



Total 

Less Deductions 

Expenses of Business 

Dividends 

Expenses, Rented Property 

Depreciation 


$30,000 

15,000 

1,000 

4,000 



Total 50,000 



Net Income subject to War-Profits and Excess 

Profits Tax $250,000 

« 

Less Credits 

Interest on Liberty Bonds $5,000 

War-Profits and Excess-Profits Tax 

(see Illustration C, page 82) 101,600 

Specific Credit 2,000 



Total 108,600 



Income subject to Income Tax at 12% $141,400 



Income Tax $16,068 

War-Profits and Excess-Profits Tax 101,600 

Total Tax $118,568 
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Foreign Corporations 

On net income from sources within the United States, i^ 
excess of credits, 12 per centum for 1918 and 10 per oentun^ 
thereafter. (Sec. 230 and Sec. 23S-b.) 

Transportation Companies 

For the purpose of the Act of March 21, 1918, placing 
transportation systems under Federal control, five-sixths 
of the corporation income tax for 1918 and four-fifths 
of the tax for subsequent years shall be treated as levied 
by an amendment to the Revenue Act of 1917. (Sec, 230.) 

FISCAL YEAR WITH DIFFERENT RATES 

Fiscal Year Ending in 1918 

If the return is made for a fiscal year b^inning in 1917 

and ending in 1918, the tax for the first taxable year shall 

be the sum of: 

(1) The same proportion of a tax for the entire period 
computed imder the Act of 1916 and the Act of^ 1917 
which the portion of such period falling within the calendar 
year 1917 is of the entire period, and (2) the same propor- 
tion of a tax for the entire period computed under the presei^t 
law at the rates for the calendar year 1918 which the portion 
of such period falling within the calendar year 1918 is of the 
entire period. 

In the case of a perscmal service corporation the amount 
to be paid shall be only that specified in clause (1). 

Any amount heretofore or hereafter paid on account of 
the tax imposed for such fiscal year by the Act of 1916 and 
the Act of 1917 shall be credited towards the payment of 
the tax imposed for such fiscal year by this Act, and if the 
amount so paid exceeds the amount of such tax imposed by 
this Act, or, in the case of a personal service corporation 
the amount specified in clause (1), the excess shall be cred- 
ited or refunded. (Sec. 205-a.) 

Fiscal Year Ending in 1919 

If retiun is made for a fiscal year beginning in 1918 and 

ending in 1919, the tax for such fiscal year shall be the 

sum of: 

(1) The same proportion of a tax for the entire period 
computed at the rates specified for the calendar year 1918 
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which the portion of such period falling within the calendar 
year 1918 is of the entire period^ and (2) the same propor- 
tion of a tax for the entire period computed at the rates 
specified for the calendar year 1919 which the portion of 
such period falling within the calendar year 1919 is of the 
entire period. {Sec. 205-b.) 

Bates Applicable to Partnership Profits 

If a partnership makes a return for the fiscal year begin- 
ning in 1917 and ending in 1918 or beginning in 1918 and 
ending in 1919 

(1) The rates for the calendar year in which such fiscal year 
begins shall apply to an amoimt of each partner's share 
of the partnersnip net income (determined imder the law 
applicable to such calendar year) equal to the proportion 
which the part of such fiscal year falling withm such 
calendar year bears to the fuU fiscal year. 

(2) The rates for the calendar year in which such fiscal year 
ends shall apply to an amoimt of each partner's share of 
such partnership net income (determined imder the law 
applicable to such calendar year) equal to the proportion 
wluch the part of such fiscal year falling within such 
calendar year bears to the full fiscal year. 

The amount specified in clause one, in the case of a 
personal service corporation, with respect to a fiscal year 
beginning in 1917 and ending in 1918 is not subject to 
normal tax. 



PARTS OF INCOME SUBJECT TO RATES FOR 

DIFFERENT YEARS 

Whenever parts of a taicpayer's income are subject to 
rates for diflFerent calendar years, the part subject to the 
rates for the most recent calendar year shall be placed in 
the lower brackets of the rate schedule for such year, 
the part subject to the rates for the next preceding 
calendar year shall be placed in the next higher brackets 
of the rate schedule applicable to that year, and so on 
until the entire net income has been accounted for. In 
determining the income, any deductions, exemptions or 
credits of a kind not plainly and properly chargeable 
against the income taxable at rates for a preceding year 
shall first be applied against the income subject to rates 
for the most recent calendar year, but any balance thereof 
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shall be applied against the income subject to the rates 
for the next preceding year or years until fully allowed. 
(Sec. 206.) 

NET INCOME 

Net Income Defined 

Net income of a corporation, partnership, fiduciary, or 
individual shall be determined by deducting from the gross 
income reported, the amount of deductions allowed under 
the law. {Sees, SIS and 23S.) In this connection, deduc- 
tions should not be confused with credits which are treated 
separately. 

Computation 

The 1918 law provides that net income shall be com- 
puted in accordance with the method of accounting which 
is r^ularly employed by the taxpayer. Thus the com- 
putation may be made either on the basis of receipts and 
disbursements or on an accrual basis, depending upon the 
method of bookkeeping employed by the taxpayer. If no 
such method is employed, or if the method employed does 
not clearly reflect the income, the Commissioner shall re- 
quire the computation to be made on a basis which does 
dearly reflect the income. (Sec, 212.) Unless properly 
accoimted for imder a different method of accounting, in- 
come shall be included in the return for the year in which 
received by the taxpayer. {Sec, 213.) 

The term "paid" for the pmposes of the deductions and 
credits allowed means "paid or accrued" or "paid or in- 
curred," and the terms "paid or incurred" and "paid or 
accrued" are to be construed according to the method of 
accounting followed by the taxpayer. {Sec, 200.) 

Inventories 

Whenever the Commissioner considers the use of in- 
ventories necessary for the determination of the income of 
the taxpayer, such inventories shall be taken by the tax- 
payer upon such basis as the Commissioner may prescribe 
as conforming to the best accounting practice in the 
particular trade or business, and as most clearly reflecting 
the income. {Sec, 203.) 
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GROSS INCOME 

Income to be Reported 

Returns of income of indiyiduals» partnerships and cor- 
porations, shall include all gains, profits and income derived 
from 

(1) salaries, wages, or compensation for personal service of 
whatever kind and in whatever form paid; 

(2) professions, vocations, trades, businesses, conuneroe or 
sales, or dealings in property, whether real or personal, 
growing out of the o^ynership or use of or interest in such 
property; 

(3) mterest, rent, dividends, securities, or the transaction of 
any business carried on for gain or profit, and 

(4) any other source, whatever, not specifically made exempt. 
(Sec. 213) . 

InBUBANCE CoBfPANIES 

" Gross income of a life insurance company shall not in- 
clude such portion of any actual premium received from 
any individual policyholder as is paid back or credited to 
or treated as an abatement of premium of such policy- 
holder within the taxable year. Mutual marine insurance 
companies shall include in gross income gross premiums 
collected and received less amounts paid for reinsurance. 

Nonresident Alibns and Foreign Corporations 

Nonresident aliens and foreign corporations are required 
to report only income derived from sources within the 
United States, including interest on bonds, notes or other 
interest-bearing obligations of residents, corporate or other- 
wise, and dividends from resident corporations and in- 
duding also profits derived from the manufacture or dis- 
position of goods within the United States. (JSediona 
213-c and 233-b.) 

Income Exempt 

The following income )s not subject to tax and should 
not be reported in the return of the taxpayer: 

(1) Proceeds of life insurance poUcies paid upon the death 
of the insured to individual beneficiaries or to the estate 
of the insured; 

(2) The amount received by the insured as a return of 
premiums paid by him under life insurance, endowment 
or annuity contracts, either during the term or at the 
maturity of the term, or upon surrender of the contract; 
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(3) The value of projjerty acquired by gift, bequest, devise 
or descent; (the income from such property, however, 
shall be included in gross income.) 

(4) Interest upon the obligations of a state, territory, or any 
political subdivision thereof, or the District of Ciolumbia; 

(5) Interest on securities issued imder the provisions of the 
Federal Farm Ix)an Act of July 17, 1916; 

(6) Interest upon bonds issued by the War Finance Corpora- 
tion, only if and to the extent provided in the Act 
authorizing the issue thereof; 

(7) Interest upon obligations of the United States or its 
possessions; (in the case of obligations of the United 
states issued after September 1, 1917, the interest is 
exempt only if and to the extent provided in the act 
authorizing the issue thereof as amended and supple- 
mented) i 

(8) Income of foreign governments received from sources 
within the United States; 

(9) Amoimts received through accident or health insurance, 
or under workmen's compensation acts, as compensation 
for personal injuries or sickness, plus the amount of any 
damages received whether by smt or agreement, on ac- 
coimt of such injuries or sickness; 

(10) Income derived from any public utility or the exercise 
of any essential governmental fimction accruing to any 
state or territory or any political subdivision thereof or 
to the District of Columbia, or income accruing to the 
government of any possession of the United S&tes or 
any political subdivision thereof. No tax shall be levied 
upon the income derived from the operation of a public 
utility acquired, constructed, operated or maintained 
under a contract entered into m good faith prior to 
September 8, 1916. by any state or territory or political 
subdivision thereof, or the District of Columbia, if such 
payment will impose a loss or burden upon such state, 
territory, or political subdivision thereof, or the District 
of Colmnbia. This provision is not intended to confer 
upon any person any financial gain or exemption, or to 
relieve sucn person from the payment of tax upon the 
part or portion of such income to which such person is 
entitled under such contract; 

(11) Salary or compensation not in excess of $3,500 received 
from the United States during the present war for active 
service in the military or naval forces of the United 
States. (Sec, 213.) 

Exempt Corporations 

Corporations exempt from income tax, including labor, 
agricultural, horticultural and fraternal societies, mutual 
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savings banks, social clubs» Federal land banks, and other 
organizations, are listed in Section S31 (page 65). Per- 
sonal service corporations, listed in Section StSl as exempt 
from the corporation income tax, are subject to income 
tax in the same manner as partnerships. 

DEDUCTIONS 

Individtuds 

In determining the net income of an individual, the 
following items should be deducted from gross income 
{Sec 214.): 

Business Expenses 

Ordinary and necessary expenses paid or incurred during 
the taxable year in carrying on any trade or business. 

Interest 

Interest paid or accrued within the taxable year on indebt- 
edness, except that incurred or continued to purchase or to 
carry obUgations or securities (other than obhgations of the 
United States issued subsequent to September 24, 1917) the 
interest upon which is wholly exempt from income tax. A 
nonresident aUen may deduct that proportion of such interest 
which his gross income from sources within the United States 
bears to his gross income from all sources. 

Taxes 

Taxes paid or accrued within the taxable year imposed 
as follows: 

(a) By the authority of the United States, except income, war- 
profits and excess-profits taxes; 

(b) By authority of any of its possessions, except income, war- 
profits and excess-profits taxes paid during the taxable year 
which are allowed as credits against the tax (page 31); 

(c) By authority of any state or territory or any subdivision 
thereof, exclusive of those assessed against local benefits; 

(d) In the case of a citizen or resident of the United States, 
by authority of any foreign country, except the amount 
of income, war-profits and excess-profits taxes paid to 
such foreign country which is allowed as a credit against 
the tax (page 31) ; 

(e) In the case of a nonresident alien, by authority of a foreign 
country, upon property or business (except moome, war- 

{)rofits and excess-profits taxes and taxes assessed against 
ocal benefits). 
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(a) Losses sustained during the taxable vear, in trade or busi- 
ness, which are not compensated for by insurance or other- 
wise; 

(b) Losses sustained dining the taxable 3rear and not com- 
pensated for by insurance or otherwise, if incurred in 
transactions entered into for profit thougn not connected 
with the trade or business. In the case of a nonresident 
alien, this deduction applies only to transactions within 
the United States; 

(c) Losses sustained during the taxable year, though not in 
business or trade, from fires, storms, shipwreck or other 
casualty, or from theft, if not compensated for by insur- 
ance or otherwise. In the case of a nonresident ahen, this 
deduction applies only to property within the United 
States. 

Bad Debts 

Bad debts ascertained to be worthless and charged off within 
the taxable year. 

Depreciation 

A reasonable allowance for exhaustion, wear and tear of 
property used in the trade or business, including a reasonable 
amount for obsolescence. 

Amobtization 

A reasonable deduction for the amortization of such parts of 
the cost of buildings, machinery, equipment or other facilities, 
constructed, erected, installed or acquired on or after April 6, 
1917, for the production of articles contributing to the prose- 
cution of the present war, and of vessels consfiucted or ac- 
quired on or after such date for transportation purposes con- 
tributing to the war, as has been borne by the tajcpayer, not 
including sn^ amoimt otherwise allowed as a deduction in com- 
puting net income. Reexamination of the retiu*n by the 
Conmiissioner may be made any time within three years after 
the end of the war, and this deduction reviewed and corrected 
if foimd incorrect. 

Depletion 

A reasonable allowance for depletion, and for depreciation 
of improvements, in the case of mines, oil and gas wells, other 
natural deposits, and timber, may be taken according to the 
peculiar conditions of each case, based upon cost, including 
cost of development not otherwise deducted. 

In case of such properties acquired prior to March 1, 1913. 
the fair market value as of that date shall be taken in lieu oi 
cost up to that date. In case of the discovery of mines and 
weJls on or after March 1, 1913, not acquired as the result of 
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the purchase of a proven tract or lease, if the fair market value 
is disproportionate to the cost, the depletion allowance shaJl 
be based on the fair market value on the date of discovery or 
within 30 days thereafter. 

The allowance shall be made xmder relations prescribed 
by the Commissioner and in the case of leases, the d^uction 
shall be equitably apportioned between the lessor and lessee. 

Contributions 

Contributions made within the taxable year te corporations 
organized and operated exclusively for religious, charitable, 
scientific or educational purposes, or for the prevention of 
cruelty to children or animals, (no part of the net earnings of 
which inures to the benefit oi any private stockholder or in- 
dividual), or to the special fund created by the Vocational Re- 
habilitation Act, to an amount not in excess of 15 per centum 
of the taxpayer's net income as computed without the benefit 
of this deduction. A nonresident alien is allowed this deduc- 
tion only for contributions made to domestic corporations or 
to such vocational rehabilitation f\md. 



Inventory and Contract Losses 

Losses sustained because of shrinkage in the value of the 
inventory for the taxable year 1918 or because of the actual 
payment of rebates after the dose of the taxable year upon 
sales made in such year, in pursuance of contracts entered into 
during such year. In such case, a taxpayer, at the time of fil- 
ing return for 1918, shall file a claim in abatement claiming 
deduction for such loss. If claim for abatement is filed, the 
payment of the tax covered bv such claim shall not be re- 
quired, but the taxpayer must file a bond in double the amount 
of the tax covered oy such claim. If any part of the claim is 
disallowed, interest at the rate of one per centum per month 
shall be paid on the amoimt disallowed from the time the tax 
was due. 

If no claim is filed but it is shown to the satisfaction of 
the Commissioner that the taxpayer sustained any such loss, 
the amoimt of such loss may be deducted from the net income 
of the taxpayer for 1918 and the tax for such year be redeter- 
mined. The amoimt found to be due to the taxpayer uix)n 
such redetermination shall be credited or refunded to the tax- 
payer. 



Nonresident Aliens 

In the cajse of nonresident aliens, the deductions for expenses, 
losses in business or trade, certain taxes paid by a nonresident 
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alien, bad debts, depreciation, amortisation, and depletion 
shall be allowed to tne extent that they are connected with 
income arising from sources within the United States. The 
proper allocation of deductions with rem^ect to income derived 
from sources within and without the United States shall be 
determined under regulations prescribed by the Commissioner. 
(Sec. 214.) 

Corporations 

In determining net income of a corporation, except per- 
sonal service corporations, the following items shall be de- 
ducted from gross income: 

Dividends 

Dividends from a corporation the income of which is subject 
to income tax, and dividends from earnings of personal service 
corporations upon which income tax has been imposed. 

Taxes 

Domestic cor]X)rations same as citizens of United States, and 
foreign corporations same as nonresident aliens. (Page 18.) 

Taxes paid pursuant to contract in "tax-free" covenant 
bonds are not deductible. 

Losses 

Losses sustained during the taxable year and not compen- 
sated for by insurance or otherwise. 

Bad Debts 

Same as individuals (page 19). 

Expenses 
Same as individuals (page 18). 

Interest 
Same as individuals (page 18). 

Depreciation 
Same as individuals (page 19). 

Amortization 
Same as individuals (page 19). 

Depletion 

Same as individuals (page 19). 

Inventory and Contract Losses 
Same as individuals (page 20) . 
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Insurance CoufPANiEs 

In addition to other deductions allowed, the net additions 
required by law to be made during the taxable year to reserve 
funds (including, in assessment companies, the actual deposits 
made piu*suant to law as additions to guarantee and reserve 
funds) and the sums, other than dividends, paid during the 
taxable year on policy and annuity contracts. 

Mutual Marine Insurance Companies 

In addition to other deductions, amounts repaid to policy- 
holders on account of premiums previously paid by them and 
interest paid thereon between the ascertainment and pay- 
ment thereof. 

Mutual Insurance Companies (Other than Mutual 
Life or Mutual Marine) 

If members make premium deposits to provide for losses 
and expenses, there shall be allowed in addition to other de- 
ductions, the amount of premiimi deposits returned to policy- 
holders or retained for payment of losses, expenses, or rein- 
surance reserves. 

Life Insurance Companies 

In addition to the above deductions, corporations issuing 
combined policies covering hfe, health, and accident insurance, 
issued on the weekly premium payment plan, continuing for 
life and not subject to cancellation, shall deduct such portion of 
the net addition (not required by law) made within the tax- 
able year to reserve f imds as the Commissioner finds to be re- 
quired for the protection of policy holders. 

Foreign Corporations 

In the case of foreign corporations, the foregoing deduc- 
tions, except interest and certain taxes, are allowed only if 
and to the extent that they are connected with income aris- 
ing from a source within the United States. {Sec. 234.) 

ITEMS NOT DEDUCTIBLE 

In computing the net income of an individual, corpora- 
tion, partnership, or fiduciary, no deductions shall be al- 
lowed for the following items: 

(a) Personal, living, or family expenses; 

(b) Expenditures for new buildings or for permanent improve- 
ments or betterments made to increase the value of the 
property or estate; 

(c) E^^nditures for restoring property or in making good 
depreciation for which allowance has been taken; 
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(d) Premiums on any life insurance policy covering the life 
of any officer or employee, or of any person miancially 
interested in the busmess of the taxpayer^ when the tax- 
payer is directly or indirectly a beneficiary imder such 
policy. (Sec, 215.) (/Sec. 235.) 

CREDITS 

Individtials 

The net income determined by deducting from gross in- 
come the deductions described above is the income of the 
individual which is subject to the income surtax. For the 
purpose of determining income subject to the normal tax, 
the following credits against net income are allowed: 

Dividends 

Dividends received from a corporation taxable upon its 
net income, or dividends from a personal service corpjora- 
tion paid out of earnings upon which income tax has been 
imposed. 

Interest on Obligations of United States and War 
Finance Corporation 

The amount received as interest upon obligations of the 
United States and bonds issued by the War Finance Corpo- 
ration, which has been included in gross income. (Page 
17.) (Sec. 216-b.) 

Personal Exemption 

(1) In case of single person or married person not Uving with 
husband or wife, $1,000; or 

(2) In case of married person Uving with husband or wife, or 
head of a family, $2,000. 

Husband and wife living together shall have but one 
exemption of $2,000 against their aggregate net income, 
which may be taken by either or divided between them. 
(Sec, 216-c.) 

Exemption for Dependents 

For each dependent person, other than husband or wife 
under eighteen years of age or incapable of self-support 
because mentally or physically defective, receiving his chief 
support from the taxpayer, the siun of $S00. (Sec, 216-d.) 
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Return fob Period Less than Year 

Where a return is made for a period less than a year, 
the personal exemption and exemption for dependents 
shall be reduced to an amount which bears the same ratio 
to the full 'amount as the number of months in the period 
for which such return is made bears to a full calendar year. 
(Sec. 226.) 

Nonresident Aliens 

A nonresident alien who is a citizen or subject of a 
country which impjoses an income tax is allowed credit for 
the personal exemption and the exemption for dependents 
if such country allows a similar credit to citizens of the 
United States not residing in such country. {Sec, 216-e.) 

Corporations 

The net income of a corporation, other than a personal 
service corporation, determined by subtracting from gross 
income the amount of the deductions defined in the law, is 
net income upon which the war-profits and excess-profits 
tax is computed. For the purpose of computing income 
subject to income tax, the following credits against net in- 
come are allowed : 

Interest on Bonds of United States and War Finance 

CoRI»ORATION 

Interest upon obligations of the United States and 
bonds issued by the War Finance Corporation which has 
been included in gross income. {Sec. 236-«.) 

War-Profits and Excess-Profits Tax 

Any war-profits and excess-profits tax imposed by the 
United States for the taxable year for which return is made. 

Wliere return is made for a fiscal year beginning in 1917 
and ending in 1918, this credit shall be taken in the com- 
putation of the income tax for the full period under the 
Act of 1917 and for the full period imder the Act of 1918 as 
provided in section 205, page 45. 

Specific Credit 

A specific credit of $2,000 in case of domestic corpora- 
tions only. {Sec. 236.) 
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Rbtubn for Period Less than Year 

Where a return is made for a period less than a year* 
the specific credit shall be reduced to an amount which 
bears the same ratio to $2,000 as the number of months in 
the period for which such return is made bears to a full 
calendar year. {Sec. 239.) 

ALLOWANCE OF DEDUCTIONS AND CREDITS TO 

NONRESIDENT ALIENS 

Returns 

Deductions and credits defined under the law are allowed 
nonresident aliens only if a true and accurate return of 
income from sources within the United States is filed. 
(Sec. 217.) 

Claims with Withholding Agents 

The benefit of the personal exemption and exemption 
for dependents may, in the discretion of the Commissioner, 
be obtained by fihng claim therefor with the withholding 
agent. (Sec, 217.) 

Failttre to File Return 

Failure to file return shall render a nonresident alien 
subject to tax on his entire income from sources within the 
United States and all of his property shall be liable to 
distraint for the tax. {Sec. 217.) 

PARTNERSHIPS 

Liability of Partners 

Partnerships, as such, are not liable for income tax. 
The individual partners are liable for tax in their individual 
capacities on their distributive shares of the net income of 
the partnership for the taxable year, whether distributed or 
not. If the net income for the taxable year of the indi- 
vidual is computed on the basis of a period different from 
that upon which the income of the partnership is computed 
the individual partner shall include in his personal return, 
his distributive share of the partnership income for the 
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accounting period of the partnership ending within the 
taxable year of such individual partner. (JSec. 218.) 

Computation op Net Income 

The net income of a partnership shall be computed in 
the same manner as that of an individual, except the de- 
duction for contributions shall not be allowed. (Sec. 218.) 

Cbedits 

For the purpose of the assessment of the normal tax, 
the distributive shares of the individual partners shall be 
credited with the proportionate share of 

(a) dividends received from a corporation taxable upon its net 
income or dividends from a personal service corporation 
paid out of earnings upon which tax has been imposed, 
and 

•(b) interest received upon obligations of the United States 
and bonds of the War Finance Corporation, which has 
been included in gross income. {Sec. 218.) 

Apportionment fob Fiscal Year 

If a partnership's fiscal year ends during a calendar 
year for which the tax rates differ from the preceding 
•calendar year, 

(a) the rates for the preceding calendar year shall apply to 
that proportion of each partner's share of the partner- 
ship net income, which the part of the fiscal year falling 
within the preceding calendar year bears to the full fisccd 
year, and 

•(b) the rates for the calendar year in which the partnership's 
fiscal year ends shall apply to the remainder. (Sec. 218-b.) 

In the case of a personal service corporation with respect 
to a fiscal year beginning in 1917 and ending in 1918, the 
■amount specified in (a) shall not be subject to normal tax. 

Credit for Excess Profits Tax Under Act of 1917 

An individual member of a partnership, which makes re- 
turn for a fiscal year beginning in 1917 and ending in 1918, 
^hall credit against that portion of the net income included 
in his personal return for the taxable year 1918 to which the 
rates for 1917 apply, his proportionate share of any excess 
profits tax imposed upon the partnership under the Act of 
1917 with respect to that part of the fiscal year falling in 
1917. (Sec. 218-c.) 
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PERSONAL SERVICE CORl^ORATIONS 

Under the 1918 law, personal service corporations are 
not subject to tax, as such, but their stockHc^ders are 
taxed in the same maimer as the members of a partnership. 
All provisions relating to partnerships and individual 
partners are made applicable to personal service corpora- 
tions and the stockholders thereof. (JSec, 218.) 

Pebsoxal Service Corpobation Defined 

" Personal service corporation" means a corporation whose 
income is to be ascribed primarily to the activities of the 
principal owners or stockholders who are themselves regu- 
larly engaged in the active conduct of the affairs of the 
corporation and in which capital (whether invested or bor- 
rowed) is not a material income-producing factor. {See. 
200.) 

The term does not include 

(a) foreign corporations^ or 

(b) corporations, 50 per centiun or more of whose gross income 
consists (1) of profits or income derived from trading as a 
principal, or (2) of profits, commissions, or other income 
derived from Government contracts made between 
AprQ 6, 1917, and November 11, 1918. (Sec, 200.) 

Assessment of Tax Against Stockholders 

The stockholders shall be taxed on 

(a) any amounts distributed dining the taxable year, and 

(b) any portion of the net income of the corporation, remain- 
ing undistributed at the end of the taxable year, in pro- 
portion to the respective shares of the stockholders. 
iSec. 218.) 

ESTATES AND TRUSTS 

FrorrciART Defined 

"Fiduciary" means a guardian, trustee, executor, ad- 
ministrator, receiver, conservator, or any person acting in 
any fiduciary capacity. (Sec. f200.) 

Estate or Trust, Taxed as ENrrrr 

In the following cases the tax shall be assessed against 
the estate or trust and the fiduciary shall pay the tax: 
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(1) Income received by estates of deceased persons during 
period of administration or settlement of the estate, except 
mcome properly paid or credited to any beneficiary; 

(2) Income accumulated in trust for the benefit of unborn 
or unascertained persons, or persons with contingent 
interests; 

(3) Income held for future distribution, imder the terms of the 
will or trust. (Sec, 219.) 

In the foregoing cases the estate or trust shall be allowed 
the same credits as a single person. {Sec. 219.) 

Income op Teust Distributable 

Income (1) which is to be distributed to the beneficiaries 
periodically, whether or not at regular intervals, (2) which 
is collected by the guardian of an infant to be distributed 
under directions of the court, or (S) which is properly paid 
or credited to beneficiaries during the period of adminis- 
tration shall not be taxed to the fiduciary, but in computing 
the net income of the beneficiary, his distributive share of 
the income, whether distributed or not, shall be included 
in his individual return. If the net income of the bene- 
ficiary for the taxable year is computed on the basis of a 
period different from that upon .which the income of the 
estate or trust is computed, the beneficiary shall include 
in his personal return, his distributive share of the income 
of the trust or estate for the annual accounting period of 
such estate or trust, endinsr in such beneficiary's taxable 
year. {Sec. 219.) 

Computation op Net Income 

Net income shall be computed in the same maimer as 
in the case of an individual, except that in lieu of the 
deduction for contributions under section 214, deduction 
shall be allowed for any income which, under the terms of 
a will or trust, is paid to or permanently set aside during 
the taxable year for the United States, any state, territory, 
or political subdivision thereof, or the District of Colum- 
bia, or any corporation organized and operated exclusively 
for religious, scientific, charitable or educational purposes, 
or for the prevention of cruelty to children or animals, no 
part of the net earnings of which inures to the benefit of 
any private stockholder or individual. {See. 219.) 
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Credits 

For the purpose of the assessment of the normal tax, 
the distributive share of each beneficiary shall be credited 
with the proportionate share of 

(a) dividends received by the estate or trust from a corpora- 
tion subject to income tax, and dividends paid from earn- 
ings of personal service corporations upon which income 
tax has been imposed, and 

(b) interest upon obligations of the United States and bonds 
of the War Finance Corporation, which is induded in 
gross income. (Sec, 219.) 

DIVIDENDS 
Dividend Defined 

"Dividend" means any distribution made in cash or 
stock or any other property, from the earnings of a corpo- 
ration accumulated since February ^, 1913, or, in the 
case of a personal service corporation, accumulated since 
Fdbruary 28, 1913 and prior to January 1, 1918. {Sec. 
201-a.) 

DiSTBIBUnON 

A dividend shaU be deemed to have been made from 
earnings or profits accumulated since Februaiy 28, 1913 
or, in the case of a personal service corporation, from 
the most recently accumulated earnings or profits. 

£amings accumulated prior to March 1, 1913 may be 
distributed, exempt from tax, only after earnings accumu- 
lated since February 28, 1913 have been distributed. A 
dividend shall be deemed to have been i)aid from earnings 
unless all earnings have been distributed. Stock dividends 
are considered income to the amount of the AA^minga dis- 
tributed. 

Any distribution made during the first sixty days of any 
taxable year shall be deemed to have been made from the 
earnings or profits accumulated during the preceding tax- 
able years; but any distribution made during the remainder 
of the taxable year shall be deemed to have been made 
from the earnings or profits accumulated between the dose 
of the preceding taxable year and the date of distribution, 
to the extent of such earnings or profits, and if the books 
of the corporation do not show the amount of such eam- 
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ings or profits, the earnings or profits for the accounting 
period within which the distribution was made shall be 
deemed to have been accumulated ratably during such 
period. (Sec. 201.) 

Rates op Tax on Stock Dividends 

Stock dividends (1) declared and entered on the books 
of a corporation between January 1, 1918 and November 
1, 1918, and received by a taxpayer after November 1, 
1918, but within thirty days after the passage of this law 
and (2) stock dividends received by a taxpayer between 
January 1, 1918 and November 1, 1918, are deemed to have 
been paid from the most recently accumulated earnings of 
the corporation and shall be taxed at the rates applicable 
to the years in which the earnings distributed were accumu- 
lated by the corporation. (Sec, 201.) 

Liquidation 

Amounts received in liquidation of a corporation are 
considered payments in exchange for stock and any gain 
realized shaJl be taxed as profits. (Sec, 201 -c.) 

DETERMINATION OF GAIN OR LOSS 

In determining gain or loss from sale or other disposition 
of property, the basis shall be 

(a) for property acquired prior to March 1, 1913, the fair 
market value as of that date, or 

(b) for property acquired on or after March 1, 1913, the cost 
thereof or the inventory value, as the case may be. (Sec. 
202.) 

Exchange op Property 

When property is exchanged for other property, the 
property received in exchange shall be treated as the 
equivalent of cash to the amount of its fair market value. 
When, in connection with the reorganization or consolida- 
tion of a corporation, however, a person receives, in place 
of stock or securities owned by him, new stock or securities 
of no greater aggregate par value, no gain or loss shall be 
deemed to occur from the exchange, the new stock taking 
the place of the stock or property exchanged. (Sec, 202.) 

When in the case of any such reorganization or consoli- 
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dation the aggregate par or face value of the new stock 
or securities received is in excess of the aggregate par 
or face value of the stock or securities exchanged, a like 
amount in par or face value of the new stock or securities 
received shall be treated as taking the place of the stock 
or securities exchanged, and the amount of excess in par 
or face value shall be treated as a gain to the extent that 
the fair market value of the new stock or securities is 
greater than the cost (or if acquired prior to March 1, 1913, 
the fair market value as of that date) of the stock or 
securities exchanged. (Sec. 202.) 

NET LOSS 

The 1918 law provides that, under regulations of the 
Conunissioner, net losses sustained by any taxpayer, in a 
taxable year beginning after October SI, 1918 and ending 
prior to January 1, 1920, shall be deducted from the in- 
come of the taxpayer for the preceding taxable year, if suf- 
ficient, and if not, the balance of such loss may be deducted 
from the income of the succeeding taxable year. If such 
deduction is allowed for the preceding taxable year, the 
amount found to be due to the taxpayer shall be credited 
or refunded. This provision also applies to members of a 
partnership and beneficiaries of an estate. (Sec, 204.) 

Net Loss Defined 

**Net Loss** refers only to a loss resulting from 

(a) the operation of the business of the taxpayer, or 

(b) the bona fide sale by the taxpayer of plant, buildings, or 
other facilities, constructed or acquired by the taxpayer 
on or after April 6, 1917, for the production of articles 
contributing to the prosecution of the war. 

The loss deductible is the excess of the deductions al- 
lowed by the taxing act, exclusive of dividends paid to a 
corporation from earnings of another corporation subject 
to income tax, over the gross income plus interest received 
free from income and war-profits and excess-profits taxes. 
(Sec. 204.) 

CREDIT FOR TAXES 

Under the 1918 law, the income tax of an individual and 
the income and war-profits and excess-profits tax of a 
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domestic corporation computed for tlie taxable year shall 
be credited with 

(a) In the case of a citizen of the United States or domestic 
corporation, the amoimt of any income, war profits and 
excess profits taxes paid, during the taxable year, to any 
foreign coimtry ujpon income derived from sources therein 
or to any possession of the United States. (Sees, 222 and 
238.) 

(b) In the case of a resident of the United States, such taxes 
paid during the taxable year to a possession of United 
States. (Sec, 222) and 

(c) In the case of an aUen resident of the United States, the 
amount of such taxes paid during the taxable year to the 
country of which he is a citizen or subject, upon income 
derived from sources therein^ only if sucn country permits 
a similar credit to citizens of the United States residing in 
such coimtry. (Sec. 222.) 

In case of claim for credit of taxes accrued, but not paid, 
the Commissioner may require the taxpayer to give bond 
for the payment of any amoimt of tax which may be found 
to be due upon redetermination. If the amount of accrued 
taxes credited differs from the amoimt actually paid or if 
any amount paid is refunded in whole or in part, notice 
shall be given to the Commissioner and the amoimt of tax 
for the taxable year redetermined by him. Any amount 
found due shall be paid to the Collector of Intanal Rev- 
enue and any amount of tax overpaid shall be credited or 
refunded. (Sees. StSt% and 238.) 

Members of a partnership or beneficiaries of an estate or 
trust may take credit for their proportionate part of the 
taxes above outlined which have been paid by the partner- 
ship or estate or trust. (Sec, 2^.) 

The Commissioner may require the taxpayer to furnish 
a bond securing the amount of accrued taxes credited, and 
if such amount proves to be at variance with actual re- 
quirements, such difference must be reported to the Com- 
missioner and the tax shall be redetermined accordingly. 
(Sees. 222 and 238.) 
Tax Assessed ttndeb 1917 Law 

If a domestic corporation has made return for a fiscal 
year b^inning in 1917 and ending in 1918,only that propor- 
tion of the credit shall be allowed which the part of such 
period within the calendar year 1918 bears to the entire 
period. (Sec. 2d8-c.) 
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RETURNS 

Basis of Returns — Fiscal Year 

Under the 1918 Act, an individual, fiduciary, partnership 
or corporation is required to make return on the basis of 
its annual accounting period, whether calendar year or a 
fiscal year other than the calendar year. If the taxpayer 
has no annual accounting period or does not keep books, 
the net income shall be computed on the basis of the calen- 
dar year. {Sec, 212.) In case of the change of the basis 
of the taxable year to correspond with the accoimting 
period of the taxpayer, a return must be made for the 
period between the end of the last taxable year and the 
beginning of the newly designated taxable year. In such 
case, the tax shall be computed at the rates applicable for 
the calendar year in which such period falls. {Sec, 226.) 

The taxable year 1918 is the calendar year 1918 or any 
fiscal year ending during the calendar year 1918. {Sec, 
200.) 

Individual 

£very individual (or in case of inability of such indivi- 
dual to make return, a duly authorized agent, guardian 
or other person charged with the care of the person or 
property of such individual), whose net income is 

(a) $1,000 or over, if single or if married and not living with 
husband or wife, or 

(b) $2,000 or over, if married and living with husband or 
wife 

must file a return. 

If the aggregate net income of husband and wife living 
together, is $2,000 or over, each shall make a retium, unless 
their income is included in a joint retiun. {Sec, 223.) 

Fiduciaries 
For income tax purposes, estates and trusts are divided 
into four classes: 

(1) Income received by estates of deceased persons during the 
period of administration or settlement of the estate except* 
meome properly paid or credited to any beneficiary; 

(2) Income accumulated in trust for the benefit of unborn or 
unascertained persons, or persons with contingent in- 
terests; 
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(3) Income held for future distribution under the terms of the 
will or trust; 

(4) Income which is to be distributed to beneficiaries periodi- 
cally whether or not at regular intervals, income collected 
by a guardian of an infant to be held or distributed as the 
court may direct, and income of an estate properly paid 
or credited to any beneficiary during the period of acunmis- 
tration. (Sec. 219). 

A fidudaiy is required to file a return for the individual, 
estate, or trust for which he acts 

(a) If the net income of such individual beneficiarv is $1,000 or 
over, if single, or if married and not living with husband or 
wife, or $2,000, or over if married and living with husband 
or wife, 

(b) If the net income of such estate or trust is $1,000 or over, or 

(c) If any beneficiary is a nonresident alien. (Sec, 225.) 

Under (1), (2) and (3), the tax shall be assessed to and 
paid by the fiduciary and the estate or trust shall, for the 
purpose of the normal tax, be allowed the same credits as 
are allowed to a single person under Section 216. (JSec, 
219.) 

Under (4), income payable to beneficiaries who are 
citizens and residents of the United States, whether dis- 
tributed or not, will be returned in the individual return of 
such beneficiary and the tax thereon paid by the benefi- 
ciary. The fiduciary will be required to witiihold and pay 
the tax if the beneficiary is a nonresident alien. (Sees. 221 
and 225.) 

Partnerships 

Under the 1918 law, every partnership is required to 
file a return of income, for the taxable year, sworn to by 
any one of the partners, showing gross income and deduc- 
tions, the names and addresses of the individual partners, 
and the distributive share of each. The income tax, how- 
ever, is not assessed to and paid by the partnership, as 
such, the individual partners being required to include 
their respective shares of income, whether distributed or 
not, in their individual income tax returns. (Sec. 224.) 
(Sec. 218.) 

Corporations 

Every corporation subject to income tax and every per- 
sonal service corporation is required to file an income tax 
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return. If a foreign corporation has an agent, but no 
office or place of business in the United States, return shall 
be made by such agent. {Sec. 9S9.) 

Receivers and Trustees 

Receivers, trustees in bankruptcy, or assignees, operat- 
ing the business or property of a corporation, must make 
returns in the same form and pay the tax due in the same 
manner as the corporation if acting for itself. {Sec, 289.) 

Consolidated Returns 

Affiliated corporations are required, imder regulations 
of the Commissioner, to file a consolidated return for the 
purpose of the assessment of income and war-profits and 
excess-profits taxes. The total tax will be computed as a 
unit on the basis of the consolidated return and will be 
assessed against the respective affiliated corporations in 
such proportions as they may agree upon or, in the ab- 
sence of agreement, on the basis of net income properly 
assignable to each. Only one specific credit of $2,000 shall 
be allowed in computing the income tax imder the consoli- 
dated return and $8,000 in computing the war-profits and 
excess-profits tax. {Sec. 240.) ' ir 

The income and invested capital of an affiliated corpor- 
ation organized after August 1, 1914, and not the successor 
to a then existing business, shall not be included in the 
consolidated return if 50% or more of its gross income 
consists of profits derived from a Government contract 
made between April 6, 1917, and November 11, 1918. Such 
corporation shall be separately assessed. {Sec. 240.) 

Affiliated Corporations Defined 

Two or more corporations shall be deemed to be affil- 
iated, 

(1) If one corporation owns directly or controls through 
closely affiliated interests or by a nominee or nominees 
substanially ail of the stock of tne other or others; or 

(2) If substantially ail of the stock of two or more corporations 
is controlled or owned by the same interests. {Sec. 240.) 

Withholding Agents 

Withholding agents are required to make return on or 
before March 1, of each year, for the preceding calendar 
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year, and pay the tax, which has been withheld, on or be- 
fore June 15, following. (Sec. 221.) (Sec. 237.) 

Returns cf Information 

Changes in 1918 Law 

The provisions of the 1918 law, with respect to informa- 
tion at the source, applicable to 1918, are practically the 
same as those contained in the Act of October 3, 1917, 
except that in the case of miscellaneous income, the amoimt 
is increased from $800 to $1,000, and returns are required 
only to the extent prescribed by the Commissioner. 
(Sec. 256.) 

The system of procuring information reports now in use 
by the Treasury Department will doubtless be continued 
under the new law. 

Payments op Dividends 

Corporations subject to income tax and personal service 
corporations, shall, when required by the Commissioner, 
make returns of payments of dividends, stating the name 
and address of each stockholder, the number of shares 
owned by him, and the amount of dividends paid to such 
stockholder. (Sec. 254.) 

Brokebs' Returns 

Brokers, only when required by the Commissioner, shall 
make retiums showing the names of customers, and giving 
such information as will enable the Commissioner to de- 
termine whether all income tax due on profits and gains 
of such customers has been paid. (Sec. 255.) 

MisceijLAneous Incosie 

All individuals, corporations and partnerships, including 
officers and employees of the United States, making pay- 
ments of fixed or determinable income of $1,000 or over, 
in any year, are required to make returns, to the extent 
prescribed by the Commissioner, showing the amounts of 
such payments and the names and addresses of the reci- 
pients. (Sec. 256.) 
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Intisbebt on Bonds and Dividends on Fobeign Stock 

Returns of information, regardless- of amount, may 
be lequiied in connection with payments of 

(1) interest on bonds, mortgages, deeds of trust, mt similar 
obligations of corporations; 

(2) interest on bonds of f orei^i countries and foreign corpo- 
rations, and 

(3) dividends from foreign corporations. (Sec. 256.) 

The regulations now provide that returns of information 
covering interest on bonds of domestic corporations shall 
be made by the debtor corporation or duly appointed fiscal 
agent. Returns of interest on bonds of foreign countries 
and foreign corporations shall be made by the duly ap- 
pointed paying agent in this country, if any, or if there 
is none, the last licensed agent handling the coupons. The 
first collecting agent shaU make return in the case of foreign 
dividends. (T. D. 2759.) 

The name of the recipient of income may be required 
by the person paying the income. These provisions do 
not apply to obligations of the United States. (See. 256.) 

Time for Filing 

Returns shall be made on or before the 15th day of the 
third month following the end of the taxable year. (Sec. 
227.) (Sec. 241.) The due dates for returns for different 
accounting periods and the dates of payment of installments 
of taxes are as follows: 



Date Dale DaU 

of Second •/ Third of Fourth 

Payment Payment Payment 

June 15 Sept. 15 Dec. 15 

July 15 Oct. 15 Jan. 15 

Aug. 15 Nov. 15 Feb. 15 

Sept. 15 Dec. 15 Mar. 15 

Oct. 15 Jan. 15 Apr. 15 

Nov. 15 Feb. 15 May 15 

Dec. 15 Mar. 15 June 15 

Jan. 15 Apr. 15 July 15 

Feb. 15 May 15 Aug. 15 

Mar. 15 Jime 15 Sept. 15 

Apr. 15 July 15 Oct. 15 

May 15 Aug. 15 Nov. 15 
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LoHtDaU 




for Return 


End of 


and Date 


Taxable 


cf First 


Year. 


Payment 


Dec. 31 


Mar. 15 


Jan. 31 


Apr. 15 


Feb. 28 


May 15 


Mch. 31 


June 15 


Apr. 30 


July 15 


May 31 


Aug. 15 


June 30 


Sept. 15 


July 31 


Oct. 15 


Aug. 31 


Nov. 15 


Sept. 30 


Dec. 15 


Oct. 31 


Jan. 15 


Nov. 30 


Feb. 15 



Extension of Time 

A reas(»iable extension of time for filing returns, limited 
to 6 months except in the case of taxpayers who are abroad, 
may be granted by the Commissioner in his discretion. 

(Sees. 227 and 241.) 

Place of Filing 

Returns of individuals must be filed in the district in 
which is located the legal residence or principal place of 
business of the taxpayer. If the taxpayer has no l^al 
residence or place of business in the United States, the 
return must be filed with the Collector at Baltimore, 
Maryland. (Sec. 227.) 

Corporations must file returns in the district in which 
is located the principal place of business, principal ofiice, 
or agency of the corporation. If the corporation has no 
office or agency in the United States, return must be filed 
with the C<41ector at Baltimore, Maryland. (Sec. 241.) 

DEDUCTION OF TAX AT SOURCE 

Nonresident Aliens and Foreign Corporations 

Interest, rent, salaries, wages, premiums, annuities, 
compensations, remunerations, emoluments, or other fixed 
or determinable annual or periodical income, payable to a 
nonre^dent alien individual, except 

(a) income derived from dividends on stocks of corporations 
subject to income tax, 

(b) interest on bonds or similar obligations of corporations, 
containing a "tax-free" covenant clause, or 

(c) where exemption is claimed as provided in Section 217, 

is subject to deduction of tax at the source at the rate of 
8 per centum. (Sec. 221.) 

The Commissioner may also authorize a similar deduc- 
tion on interest upon securities, the owners of which are 
unknown. (Sec. 221.) 

In the case of such income payable to foreign corpora- 
tions not engaged in business in the United States and not 
having an office or place of business therein, the deduc- 
tion of tax at the source shall be at the rate of 10 per cen- 
tum. (Sec. 221.) 

[381 



''Tax-Free" Covenant Bonds 

Interest on bonds containing a ''tax-free" covenant 
clause is subject to withholding of the tax at the source at 
rate of 2 per centum, when such interest is payable to (a) 
citizens or residents of the United States, (b) nonresident 
alien individuals, (c) partnerships, or (d) foreign corpora- 
tions not engaged in business in the United States and not 
having an office or place of business therein. 

The Commissioner may also authorize such deduction 
if the owners of such bonds are imknown. (Sees. StSti and 
«37.) 

Deduction of tax on such interest payable to a resident 
or citizen of the United States shall not be required, to the 
extent of his personal exemption or exemption for depen- 
dents, if such resident or citizen files a claim for exemption 
with the debtor corporation on or before February 1. 
A nonresident alien may also claim exemption if permitted 
by the regulations of the Conunissioner. (Sees, 217 and 
221.) 

Credit for Tax Withheld 

Tax withheld and paid at the source may be credited 
against the amount of tax shown to be due on the return 
of the taxpayer. (Sec. 221.) 

PAYMENT OF TAXES 

TiiiE OF Payment 

Taxes, other than those taxes deducted at the source, 

shall be paid in equal installments as follows: 

One-fourth of the amount at the time fixed for filing return; 
One-fourth on the fifteenth day of the third month thereafter; 
One-fourth on the fifteenth day of the sixth month after the 

time fixed for filing the return, and 
One-fourth on the fifteenth day of the ninth month after the 

time fixed for filing the retiun. 

If any installment is not paid when due, the whole 
amount of tax shall become due and payable upon notice 
and demand by the collector. (Sec. 250.) 

Extension of Time 

In case of an extension of time for filing return, the date 
of the expiration of the extension shall be deemed to be the 
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time fixed for filing return, but the time for payment of the 
other installments shall not be postponed unless the Com- 
missioner so provides in granting the extension. In cases of 
payments being so postponed at the request of the tax- 
payer, interest at the rate of one-half of one per centum per 
month, shall be charged from the time payments would 
have been due (if no extension had been granted) until 
paid. {Sec. 250.) 

Single Payment 

The taxpayer may pay the entire amount of tax due in 
one payment on or before the time for filing return. If an 
extension of time for filing return has been granted, full 
payment may be made on or before the expiration of the 
period of such extension. (Sec. 250.) 

Examination of Returns 

Returns shall be examined by the Commissioner as soon 
as practicable after filing and adjustments made in accord- 
ance with the provisions of Section 252. 

Limitation on Collection of Tax 

Except in case of false or fraudulent returns, the tax due 
on any return shall be determined and assessed within five 
years after the return was due or was made and no suit 
shall be brought to recover any tax after five years from 
such date. (Sec. 250.) 

Penalty fob Failttbs to Pay 

Failure to pay tax when due, and for ten days after 
notice and demand, except in the case of estates of insane, 
deceased, or insolvent persons or in case a bona fide claim 
for abatement is filed, shall subject the taxpayer to a pen- 
alty of 5 per centum of the amount of tax due, plus interest 
at the rate of 1 per centum per month from the date when 
due. (Sec. 250.) 

REFUNDS 

If, upon the examination of any return, any amount of 
tax is found to have been paid in excess of the amoimt due 
under the Act of August 5, 1909, the Act of October 3, 
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191S, the Act of September 8, 1916» the Act of October 8 
1917, or the Act of 1918, the same may be credited against 
any income, war profits or excess profits taxes due from the 
taxpayer, an the balance, if any, refunded. No credit or 
refund shall be made after five years from the date return 
was due, unless claim was filed within five years from such 
date. (S:c. 2^2.) 

COLLECTION OF FOREIGN ITEMS 

All persons undertaking as a matter of business or for 
profit, the collection of foreign payments of interest or 
dividends by means of coupons, checks,or bills of exchange, 
are required to obtain a license from the Commissioner. 
Failure to comply with this provision will subject the 
offender to a fine of not more than $5,000 or imprisonment 
of not more than one year, or both. (Sec, 259.) 

PENALTIES 

Any individual, corporation or partnership failing to 
make return or supply information or to pay or collect any 
tax as required by law shall be subject to a penalty of not 
more than $1,000. The wilful refusal to make such return, 
to supply such information, or to pay or collect such tax, 
or the wilful attempt to defeat or evade such tax, shall 
subject the offending individual,corporation, or partnership 
or any officer or employee thereof, to a fine of not more 
than $10,000 or imprisonment for not more than one year, 
or both. (Sec. 253.) 

CITIZENS OF UNITED STATES POSSESSIONS 

Any individual who is a citizen of any possession of the 
United States (but not otherwise a citizen of the United 
States) and who is not a resident of the United States, is 
subject to taxation under the Act of 1918 only as to in- 
come derived from sources within the United States. The 
tax shall be computed and paid in the same manner pro- 
vided for persons who are not citizens or residents of the 
United States. {Sec. 260.) 
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PORTO RICO AND THE PHILIPPINE ISLANDS 

The income tax in Porto Rico and the Philippine Islands 
shall be levied and collected in accordance with the Act of 
1916, as amended. The tax laws in force in Porto Rico 
and the Philippine Islands may be amended or repealed by 
their respective legislatures. 



Text of Law — Title IL 

PART I.— GENERAL PROVISIONS 
DEFINITIONS 



Taxable Year 



Fiscal Year 

First Taxable 
Year 

Fiduciary 

Withholding 
Agent 



Personal 

Service 

Corporation 



'*Paid," 
"Pcndor 
Incurredy " 
"Paid or 
Accrued** 



Sec. 200. That when used in this titk 

The term "taxable year" means the calendar year, or the 
fiscal year ending during such calendar year, upon the basis 
of which the net mcome is computed under section 212 or sec- 
tion 232. The term "fiscal year *' means an accounting period 
of twelve months ending on the last day of -any month other 
than December. The first taxable year, to be called the taxable 
year 1918, shall be the calendar year 1918 or any fiscal year 
ending during the calendar year 1918; 

The term " fiduciary*' moans a guardian, trustee, executor, 
administrator, receiver, conservator, or any person acting in 
any fiduciary capacity for any person, trust or estate; 

The term "withholding agent" means any person required 
to deduct and withhold any &x imder the provisions of section 
221 or section 237; 

The term "personal service corporation" means a corpora- 
tion whose income is to be ascribed primarily to the activities 
of the principal owners or stockholders who are themselves 
regularly engaged in the active conduct of the affairs of the 
corporation and in which capital (whether invested or bor- 
rowed) is not a material income-producing factor; but does 
not include any foreign corporation, nor any corporation 50 
per centum or more of whose ^oss income consists either 
(1) of gains, profits or income derived from trading as a princi- 
pal, or (2) of gains, profits, commissions or other income, 
derived from a government contract or contracts made be- 
tween April 6, 1917, and November 11, 1918, both dates 
inclusive; 

The term "paid," for the purposes of the deductions and 
credits under this title, means "paid or accrued" or "paid or 
incurred," and the terms "paid or incurred" and "paid or 
accrued" shall be construed according to the method of 
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accounting upon the basis of which the net income is com-' 
inited imder section 212. 

DIVIDENDS 

Sec. 201. (a) That the term ''dividend*' when used in this Dividend. 
title (except in paragraph (10) of sub-division (a) of section Defined 
234) means (1) any distribution made by a corporation, other 
than a personal service corporation, to its shareholders or 
members, whether in cash or in other property or in stock of 
the corporation, out of its earnings or profits accmnulated 
since February 28, 1913, or (2) any such distribution made 
by a personal service corporation out of its earnings or profits 
accumulated since February 28, 1913, and prior to January 1, 
1918. 

(b) Any distribution shall be deemed to have : een made DistrtbiUion 
from earning or profits- unless all earnings and profits have of Earnings 
first been distributed.* Any distribution made m the year 

1918 or any year thereafter shall be deemed to have been 
made from earnings or profits accumulated since February 
28, 1913, or, in the case of a personal service corporation, 
from the most recently accumulated earnings or profits; but 
any earnings or profits accumulated prior to March 1, 1913, 
may be distributed in stock dividends or otherwise, exempt 
from the tax, after the earnings and profits accumulated since 
February 28, 1913, have been distributed. 

(c) A dividend paid in stock of the corporation shall be Stock 
considered income to the amount of the eamin|pi or profits Dividend 
distributed. Amounts distributed in the liquidation of a cor- 
poration shall be treated as payments in exchange for stock Liquidatian 
or shares, and any gain or profit realized thereby shall be of Corporor 
taxed to the distributee as other gains or profits. ti(m8 

(d) If any stock dividend (1) is received by a taxpayer Allocation 
between January 1 and November 1, 1918, both dates in- of Stock 
elusive, or (2) is during such period bona fide authorized or Dividends 
declared, and entered on the books of the corporation, and 

is received by a taxpayer after November 1, 1918, and 
before the expiration of thirty days after the passage of this 
Act, then such dividend shall, in the manner provided in sec- 
tion 206, be taxed to the recipient at the rat^ prescribed by 
law for. the years in which the corporation accumulated the 
earnings or profits from which such dividend was paid, but the 
dividend shall be dieemed to have been paid from the most re- 
cently accumulated earnings or profits. 

(e) Any distribution made during the first sixty days of Distribution 
any taxable year shall be deemed to have been made from during Tax-- 
earnings or profits accumulated during preceding taxable c^le Year 
years; but any distribution made during the remainder of 

the taxable year shall be deemed to have been made from 
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Property 
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OoUt Gonsoli-' 
datumor 
Merger 



Exchange 
of Stock 



Inventories 
may be 
Required 



earning or profits accumulated between the doee oC the 
preoedmc taxable year and the date of distribution, to the 
extent of such earnings or profits, and if the books of the 
corporation do not show the amount of such earnings or 
profits, the earning or profits for the accounting period 
within which the distribution was made shall be deemed to 
have been accumulated ratably during such period. 

BASIS FOR DETERMINING GAIN OR LOSS 

Sec. 202. (a) That for the purpose of ascertaining the gain 
derived or loss sustained from the sale or other disposition of 
property, real, personal, or mixed, the basis shall be— 

(1) In the case of i)roperty acquired before March 1, 
1913, the fair market price or value of such property as of 
that date; and 

(2) In the case of property acquired on or after that date, 
the cost thereof; or the mventory value, if the inventory is 
made in accordance with section 203. 

(b) When property is exchanged for other property, the 
property received in exchange shall for the purpose of deter- 
mining gain or loss be treated as the equivalent of cash to the 
amount of its fair market value, if any; but when in conneo- 
tion with the reorganization, merser, or consoUdation of a 
corporation a person receives in place of stock or securities 
owned by him new stock or securities of no greater aggregate 
par or face value, no gain or loss shall be deemed to occur 
from the exchange, and the new stock or securities received 
shall be treated as taking the place of the stock, securities, 
or property exchanged. 

When in the case of any such reorganization, merger or 
consolidation the aggregate par or face value of the new stock 
or securities receiv^ is in excess of the aggregate par or face 
value of the stock or securities exchanged^ a like amount in 
par or face value of the new stock or securities received shall 
be treated as taking the place of the stock or securities ex- 
changed, and the amount of the excess in par or face value 
shall oe treated as a sain to the extent that the fair market 
value of the new stockor securities is greater than the cost 
(or if acquired prior to March 1, 1913, the fair market value 
as of that date) of the stock or securities exchanged. 

INVENTORIES 

Sec. 203. That whenever in the opinion of the Com- 
missioner the use of inventories is necessary in order clearly 
to determine the income of any taxpayer, inventories shall be 
taken by such taxpayer upon such basis as the Commissioner, 
with the approval of the Secretary, may prescribe as oonf orm- 
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ing as nearly as may be to the best accounting practice in the 
tXBde or business and as most clearly reflecting tne income. 

NET LOSSES 

Sbc. 204. (a) That as used in this section the term "net Net Lass 
loss" refers only to net losses resulting from either (1) the Defined 
operation of any business regularly carried on by the tax- 
payer, or (2) the bona fide sale by the taxpayer of plant, 
bmldines, machinery, equipment or other facilities, con- 
stnictea, installed or acquired by the taxpayer on or after 
April 6, 1917, for the production of articles contributing to 
the prosecution of the present war: and when so resulting 
means the excess of the aeductions allowed by law (excluding 
in the case of corporations amounts allowed as a deduction under 
paragraph (6) of subdivision (a) of section 234) over the sum of 
the gross income plus any interest received free from taxation 
both under this title and under 'Htle III. 

(b) If for any taxable year beginning after October 31, 1918 Losses for 
and ending prior to January 1, 1920 it appears upon the pro- Taxable Year 
duction of evidence satisfactory to the Oommissioner that Falling 
any taxpayer has sustained a net loss, the amount of such Between 
net loss shall under regulations prescribed by the Oommis- Oct, SI, 1918 , 
sioner with the approvalof the Secretary be deducted from the and 

net income of the taxpayer for the preceding taxable year; Jan, 1, 19B0 
and the taxes imposed Dy this title and by Title III for such DedvcHbie'^ 
preceding taxable year shall be redetermined accordingly, from Income 
Any amount found to be due to the taxpayer upon the basis ^ Preceding 
of such redetermination shall be creditea or refunded to the Taxable 
taxpaver in'accordaace with the provisions of section 252. Year 
If such net loss is in excess of the net income for such preceding 
taxable year, the amount of such excess snail under regulations 
prescribed by the Commissioner with the approval of the 
Secretary be allowed as a deduction in computing the net 
income for the succeeding taxable year. 

(c) The benefit of this section shall be allowed to the Partnerships 
members of a partnership and the beneficiaries of an estate and Estates 
or trust imder regulations prescribed by the Commissioner 

with the approval of the Secretary. 

FISCAL YEAR WITH DIFFERENT RATES 

Sec. 205. (a) That if a taxpayer makes return for a fiscal FHscal Year 
year beginninjp in 1917 and ending in 1918, his tax imder this 1917-18 
title for the first taxable year shall be the sum of: (1) the 
same proportion of a tax for the entire period computed 
under Title I of the Revenue Act of 1916 as amended by the 
Revenue Act of 1917 and under Title I of the Revenue Act 
of 1917, which the portion of such period falling within the ciJ- 
endar year 1917 is of the entire period, and (2) the same pro- 
portion of a tax for the entire period computed imder this titie 
at the rates for the calendar year 1918 which the portion of 
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such period falling within the calendar year 1918 is of the 
entire period: Provided, That in the case of a personal service 
corporation the amount to be paid shall be only that specified 
in clause (1). 

Any amount heretofore or hereafter paid on accoimt of the 
tax imposed for such fiscal year bv TiUe I of tiie Revenue 
Act of 1916 as amended by the Kevenue Act of 1917 and 
by Title I of the Revenue Act of 1917, shall be credited 
towards the payment of the tax imposed for such fiscal year 
bv this Act, and if the amount so paid exceeds the amount 
of such tax imposed by this Act, or, in the case of a personal 
service corporation, tne amount specified in clause (1), the 
excess shall be credited or rounded in accord^moe with the 
provisions of section 252. 

(b) If a taxpayer makes a return for a fiscal year beginning 
in 1918 and ending in 1919, the tax imder this title for such 
fiscal year shall be the sum of: (1) the same proportion of 
a tax for the entire period computed under this title at the 
rates specified for the calendar year 1918 which the portion 
of such period falling within the calendar year 1918 is of the 
entire period, and (2) the same proportion of a tax for the 
entire period computed imder this title at the rates specified 
for the calendar year 1919 which the portion of such period 
falling within the calendar year 1919 is of the entire period. 

(c) If a fiscal year of a partnership begins in 1917 and ends 
in 1918 or begins m 1918 and ends in 1919, then notwithstand- 
ing the provisions of subdivision (b) of section 218, (1) the 
rates for the calendar year during which such fiscal year begins 
shall apply to an amount of each partner's share of such part- 
nership net income (determined imder the law applicable to 
such year) equal to the proportion which the part of such fiscal 
year falling within such calendar year bears to the full fiscal 
year, and (2) the rates for the calendar year during which such 
fiscal year ends shall apply to an amount of each partner's 
i^are of such partnership net income (determined imder the 
law applicable to such calendar year) equal to the proportion 
which the part of such fiscal year falling within such calendar 
year beara to the full fiscal year: Promdedy That in the case 
of a personal s^^ce corporation with respect to a fiscal year 
beginning in 1917 and ending in 1918, the amount specified in 



ing 



clause (1) shall not be subject to normal tax. 



AmlicaJbUm 
of Tax for 
Differerd 
Years 



PARTS OF INCOME SUBJECT TO RATES FOR 

DIFFERENT YEARS 

Sec. 206. That whenever parts of a taxpayer's income 
are subject to rates for different calendar years, the part 
subject to the rates for the most recent calendar year shall 
be placed in the lower brackets of the rate schedule provided 
in wiB title, the part subject to the rates for the next preceding 
calendar year shall be placed in the next higher brackets of 
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the rate schedule applicabk to that year, and so on until 

the entire net income i^as been accounted for. In determinine 

the income, anv deductions, exemptions or credits of a kind Specific 

not plainly ana properly chargeable against the income tax- Exemptions, 

able at rates for a preceding year shall nrst be applied against Deductions 

the income subject to rates for the most recent calendar year; and Credits 

but any balance thereof shall be applied against the income 

subject to the rates of the next preceding year or years imtil 

fully allowed. 

PART n— INDIVIDUALS 

NORMAL TAX 

Sec. 210. That, in lieu of the taxes imposed by subdi- 
vision (a) of section 1 of the Revenue Act of 1916 and by 
section 1 of the Revenue Act of 1917, there shall be levied, 
collected, and paid for each taxable year upon the net income 
of every individual a normal tax at the following rates: 

(a) For the calendar year 1918, 12 per centum of the Rates for 
amount of the net income in excess of the credits provided in Year 1918 
section 216: Providedf That in the case of a citizen or resident 

of the United States the rate upon the first $4,000 of such 
excess amount shall be 6 per centum; 

(b) For each calendar year thereafter. 8 per centmn of Rates for 
the amount of the net income in excess of the credits provided Years Svb- 
in section 216: Provided, That in the case of a citizen or sequent to 
resident of the United States the rate upon the first $4,000 1918 

of such excess amount shall be 4 per centum. 

SURTAX 

Sec. 211. (a) That, in Ueu of the taxes imposed by sub- Rates of 
division (b) of section 1 of the Revenue Act of 1916 and by Surtax 
section 2 of the Revenue Act of 1917, but in addition to the 
normal tax imposed by section 210 of this Act, there shall be 
levied, collected, and paid for each taxable year upon the net 
income of every individual, a surtax equal to the sum of the 
following: 

1 per centum of the amount bywhich the net income exceeds 
$5,000 and does not exceed $6,000; 

2 per centum of the amount oy which the net income exceeds 
$6,000 and does not exceed $8,000; 

3 per centum of the amount by which the net income exceeds 
$8,000 and does not exceed $10,000; 

4 per centum of the amoimt by which the net income exceeds 
$10,000 and does not exceed $12,000; 

5 per centum of the amoimt by which the net income exceeds 
$12,000 and does not exceed $14,000; 

6 per centum of the amount by which the net income exceeds 
$14,000 and does not exceed $16,000; 

7 per centum of the amount by which the net income exceeds 
$16,000 and does not exceed $18,000; 
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8 per centum of the amount by which the net income exceeds 
$18,000 and does not exceed $20,000; 

9 per centum of the amount by which the net income exceeds 
$20,000 and does not exceed $22,000; 

10 per centum of the amount by which the net income 
exceeds $22,000 and does not exceed $24,000; 

11 per centum of the amount by which the net income 
exceeds $24,000 and does not exceed $26,000; 

12 per centum of the amount by which the net income 
exceeds $26,000 and does not exceed $28,000; 

13 per centum of the amount by which the net income 
exceeds $28,000 and does not exceed $30,000; 

14 per centum of the amount by which the net income 
exceeds $30,000 and does not exceed $32,000; 

15 per centum of the amoimt by which the net income 
exceeds $32,000 and does not exceed $34,000; 

16 per centum of the amount by which the net income 
exceeos $34,000 and does not exceed $36,000; 

17 per centum of the amount by which the net income 
exceeds $36,000 and does not exceed $38,000; 

18 per centum of the amoimt by which the net income 
exceeds $38,000 and does not exceed $40,000; 

19 per centum of the amount by which the net income 
exceeos $40,000 and does not exceed $42,000; 

20 per centum of the amoimt by which the net income 
exceeds $42,000 and does not exceed $44,000; 

21 per centum of the amount by which the net income 
exceeos $44,000 and does not exceed $46,000; 

22 per centum of the amount by which the net income 
exceeos $46,000 and does not exceed $48,000; 

23 per centum of the amount by which the net income 
exceeds $48,000 and does not exceed $50,000; 

24 per centum of the amount by which the net income 
exceeds $50,000 and does not exceed $52,000; 

25 per centum of the amount by which the net income 
exceeos $52,000 and does not exceed $54,000; 

26 per centum of the amount by which the net income 
exceeds $54,000 and does not exceed $56,000; 

27 per centum of the amount by which the net income 
exceeds $56,000 and does not exceed $58,000; 

28 per centum of the amount by which the net income 
exceeds $58,000 and does not exceed $60,000; 

29 per centum of the amount by which the net income 
exceeds $60,000 and does not exceed $62,000; 

30 per centum of the amount by which the net income 
exceeds $62,000 and does not exceed $64,000; 

31 per centum of the amount by which the net income 
exceeds $64,000 and does not exceed $66,000; 

32 per centum of the amount by which the net income 
exceeds $66,000 and does not exceed $68,000; 
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33 per centum of the amount by which the net income 
exc^ds $68,000 and does not exceed $70,000; 

34 per centum of the amount by wnich the net income 
exceeds $70,000 and does not exceed $72,000; 

35 per centum of the amount by wnich the net income 
exceeds $72,000 and does not exceed $74,000; 

36 per centum of the amoimt by which the net income 
exceeds $74,000 and does not exceed $76,000; 

37 per centum of the amount by which the net income 
exceeds $76,000 and does not exceed $78,000; 

38 per centum of the amount by wnich the net income 
exceeds $78,000 and does not exceed $80,000; 

39 per centum of the amoimt by wnich the net income 
exceed $80,000 and does not exceed $82,000; 

40 per centum of the amoimt by wnich the net income 
exceeds $82,000 and does not exceed $84,000; 

41 per centum of the amount by which the net income 
exceeds $84,000 and does not exceed $86,000; 

42 per centum of the amount by wnich the net income 
exceeos $86,000 and does not exceed $88,000; 

43 per centimi of the amount by wnich the net income 
exceed $88,000 and does not exceed $90,000; 

44 per centum of the amount by wnich the net income 
exceeds $90,000 and does not exceed $92,000; 

45 per centum of the amount by which the net income 
exceeds $92,000 and does not exceed $94,000; 

46 per centum of the amount by which the net income 
exceeds $94,000 and does not exceed $96,000; 

47 per centmn of the amount by wnich the net income 
exceeds $96,000 and does not exceed $98,000; 

48 per centum of the amount by which the net income 
exceeos $98,000 and does not exceed $100^000; 

52 per centum of the amount by which the net income 
exceeds $100,000 and does not exceed $150,000; 

56 per centum of the amoimt by which the net income 
exc^os $150,000 and does not exceed $200,000; 

60 per centum of the amount by which the net income 
exceeds $200,000 and does not exceed $300,000; 

63 per centum of the amount by which the net income 
exceeds $300,000 and does not exceed $500,000; 

64 per centum of the amount by which the net income 
exceeds $500,000 and does not exceed $1,000,000; 

65 per centum of the amount by which the net income 
exceeds $1,000,000. 

(&) In the case of a bona fide sale of mines, oil or gas wells, lAmUaiion 
or any interest therein, where the principal value of the prop- on Tax on 
erty has been demonstrated by prospectmg or exploration and Profit from 
discovery work done by the taxpayer, the portion of the tax Sale of 
imposed by this section attributable to such sale shall not Mines and 
exceed 20 per centum of the selling price of such property or Wells 
interest. 
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NET INCOME DEFINED 

Sec. 212. (a) That in the case of an individual the term 
''net income" means the gross income as defined in section 
213. less the deductions allowed by section 214. 

(b) The net income shall be computed upon the basis 
of the taxpayer's annual accounting period (fiscal year or 
calendar year, as the case may be) in accordance with the 
method of accounting regularly employed in keeping the 
books of such taxpayer; but if no such method of accounting 
has been so emjplo^ed, or if the method employed does not 
clearly reflect the income, the computation shall be made 
upon such basis and in such manner as in the opinion of the 
Cfonmiissioner does clearly reflect the income. If the tajE- 
payer's annual accounting period is other than a fiscal year 
as defined in section 200 or if the taxpayer has no annual 
accounting period or does not keep books, the net income 
shall be computed on the basis of the calendar year. 

If a taxpayer changes his accoimting period from fiscal 
year to calendar year, from calendar year to fiscal year, or 
from one fiscal year to another, the net income shall, with the 
approval of the Commissioner, be computed on the basis of 
such new accounting period, subject to the provisions of sec- 
tion 226. 

GROSS INCOME DEFINED 

Sec. 213. That for the purposes of this title (except as 
otherwise provided in section 233) the term "gross income" — 

(a) Includes gains, profits, and income derived from sala- 
ries, wages, or compensation for personal service (including 
in the case of the President of the United States, the judges 
of the Supreme and inferior courts of the United States, and 
all other officers and emplovees, whether elected or appointed, 
of the United States, Alaska, Hawaii, or any political sub- 
division thereof, or the District of Columbia, the compensa- 
tion received as such), of whatever kind and in whatever 
form paid, or from professions, vocations, trades, businesses, 
commerce, or sales, or dealings in property, whether real or 
personal, growing out of the ownerahip or use of or interest 
m such property; also from interest, rent, dividends, securi- 
ties, or the transaction of any business carried on lor gain 
or profit, or gains or profits and income derived from any 
source whatever. The amount of all such items shall be in- 
cluded in the gross income for the taxable year in which 
received by the taxpayer, unless, imder methods of accounting 
permitted imder subdivision (d) of section 212, any such 
amounts are to be properly accoimted for as of a different 
period; but 

(b) Does not include the following items, which shall be 
exempt from taxation under thL title: 

(1) The proceeds of life insurance policies paid upon the 
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death of the insured to individual beneficiaries or to the estate Life 

of the insured; Insurance 

(2) The amount received by the insured as a return of 
premium or premiuns paid by him imder hfe insurance, Return of 
endowment, or annuity contracts, either during the term or at Insurance 
the maturity of the term mentioned in the contract or upon PremiuvM 
surrender of the contract; 

(3) The value of profjerty acquired by gift, bequest. Gifts and 
devise, or descent (but the income from such property shall be Devises 
included in gross income); 

(4) Interest upon (a) the obligations of a State, Terri- Interest on 
tony, or any pohtical subdivision thereof, or the District of StaLe and 
Columbia; or (b) securities issued under the provisions of the Municipal 
Federal Farm Loan Act of July 17, 1916; or (c) the obliga- Bonds^ 
tions of the United States or its possessions ; or (d) bonds ObligaHons 
issued by the War Finance CJorporation: Provided, That of U. S,, etc, 
every person owning any of the obligations, securities or bonds 
enumerated in clauses (a), (b), (c), and (d) shall, in the return 

required by this title, subnut a statement showing the number 
and amount of such obligations, securities and bonds owned bv 
him and the income received therefrom, in such form and with 
such information as the Commissioner may require. In the 
case of obligations of the United States issued after September 
1, 1917, and in the case of bonds issued by the War Finance 
Corporation^ the interest shall be exempt onl^r if and to the 
extent provided in the respective Acts authorizing the issue 
thereof as amended and supplemented, and shall be excluded 
from gross income only if and to the extent it is wholly exempt 
from taxation to the taxpayer both under this title and under 
Title III; 

(5) The income of foreign governments received from Income of 
investments in the United States in stocks, bonds, or other Foreign 
domestic securities, owned by such foreign governments, or Governments 
from interest on deposits in banks in the United States of 

inone3rs belonging to such foreign governments, or from any 
other source withm the United States; 

(6) Amounts received, through accident or health in- Accident 
surance or under workmen's compensation acts, as com- and Health 
pensation for personal injuries or sickness, plus the amount Insurance 
of any damages received whether by suit or agreement on 

accoimt of such injuries or sickness; 

(7) Income derived from any public utility or the exercise Income 

of any essential governmental function and accruing to any from Public 
State, Territory, or the District of Columbia, or any political Utility Ac- 
subdivision of a State or Territoiy, or income accruing to the cruing to 
government of any possession of the United States, or any State, etc, 
political subdivision thereof. 

Whenever any State, Territory, or the District of Colum- 
bia, or any political subdivision of a State or Territory, 
prior to September 8, 1916, entered in good faith into a 
contract with any person, the object and purpose of which 
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is to acquire, construct, operate, or maintain a public utility, 
no tax snaU be levied unoer the provisions of this title upon 
the income derived from the operation of such public utility, 
so far as the payment thereof will impose a loss or burden 
upon such State, Territory, District of Colmnbia, or political 
subdivision; but this provision is not intended to confer upon 
such person any financial gain or exemption or to relieve such 
person from the payment of a tax as provided for in this tilie 
upon the part or portion of such income to which such person 
is entitled under such contract; 

(8) So much of the amoimt received diuing the present war 
by a person in the military or naval forces of the United States 
as salary or compensation in any form from the United States 
for active services in such forces, as does not exceed $3,500. 

(c) In the case of nonresident alien individuals, ^rc^ 
income includes only the gross income from sources within 
the United States, including interest on bonds, notes, or other 
interest-bearing obligations of residents, corporate or other- 
wise, dividends from resident corporations, and including all 
amounts received (although paid under a contract for iJie 
sale of goods or otherwise) representing profits on the manu- 
facture and disposition of goods within the United States. 

DEDUCTIONS ALLOWED 

Sec. 214. (a) That in computing net income there shall 
be allowed as deductions: 

(1) All the ordinary and necessary expenses paid or in- 
curred during the taxable year in carrying on any trade 
or business, including a reasonable aUowance for salaries or 
other compensation for personal services actually rendered, 
and including rentals or other payments required to be 
made as a condition to the continued use or possession, 
for purposes of the trade or business, of property to which 
the taxpayer has not taken or is not taking title or in which 
he has no equity. 

(2) All interest paid or accrued within the taxable year 
on indebtedness, except on indebtedness incurred or con- 
tinued to purchase or carry obligations or securities (other 
than obligations of the United States issued after September 
24, 1917), the interest upon which is wholly exempt from 
taxation under this title as income to the taxpayer, or, in 
the case of a nonresident alien individual, the proportion 
of such interest which the amount of his gross income from 
sources within the United States bears to the amoimt of his 
gross income from all sources within and without the United 
States; 

(3) Taxes paid or accrued within the taxable year im- 
posed (a) by the authority of the United States, except 
income^ war-profits and excess profits taxes; or (b) by the 
authonty of any of its possessions, except the amount of 
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income, war-profits and excess-profits taxes allowed as a 
credit under section 222; or (c) by the authority of any State cr 
State or Territory, or any county, school district, munici- PoliHcal 
pality, or other taxing subdivision of any State or Ter- Svbdiviswn 
ritory. not including those assessed against local benefits of 
a kind tending to increase the value of the property assessed; 
or (d) in the case of a citizen or resident of the united States, 
by the authority of any foreign country, except the amount Foreign 
of income, war-p|rofits and excess-profits taxes allowed as a Country 
credit under section 222; or (e) in the case of a nonresident 
alien individual, by the authority of any foreign country (ex- 
cept income, war-profits and excess-profits taxes^ and taxes 
assessed against local benefits of a kind tending to mcrease the 
value of the property assessed), upon property or business; 

(4) Losses sustained during the taxable year and not Losses in 
compensated for by insurance or otherwise, if incurred in trade Business 
or business; 

(5) Losses sustained during the taxable year and not Losses in 
compensated for by insurance or otherwise, if incurred in any Transactions 
transaction entered into for profit, though not connected with Entered into 
the trade or business; but in the case of a nonresident alien for Profit 
individual only as to such transactions within the United 

States; 

(6) Losses sustained during the taxable year of property Losses from 
not connected with the trade or business (but in the case of a Fires, 
nonresident alien individual only property within the United StormSf etc. 
States) if arising from fires, storms, shipwreck, or other 
casualty, or from theft, and it not compensated for by insur- 
ance or otherwise; 

\J) Debts ascertained to be worthless and charged off Bad Debts 
within the taxable year; 

(8) A reasonable allowance for the exhaustion, wear and Depreciation 
tear of property used in the trade or business, including a 
reasonable allowance for obsolescence; 

(9) In the case of buildings, machinery, equipment, or Amortization 
other facilities, constructed, erected, installed, or acquired, 

on or after April 6, 1917, for the production of articles con- 
tributing to the prosecution of the present war, and in the 
case of vessels constructed or acquired on or after such date 
for the transportation of articles or men contributing to the 
prosecution of the present war, there shall be allowed a 
reasonable deduction for the amortization of such part of 
the cost of such facilities or vessels as has been borne by the 
taxpayer, but not again including any amount otherwise 
allowed under this title or previous Acts of Congress as a de- 
duction in computing net income. At any time within three Reexand- 
years after the termination df the present war, the Commis- nation of 
sioner may, and at the request of the taxpayer shall, reex- Return 
amine the retum, and if he then finds as a result of an ap- 
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praisal or from other evidence that the deduction originally 
allowed was incorrect, the taxes imposed bv this title and by 
Title III for the year or years affected shall be redetermined; 
and the amount of tax due upon such redetermination, if any, 
shall be paid upon notice and demand by the collector, or tne 
amount of tax overpaid, if any, shall be credited or refunded 
to the taxpayer in accordance with the provisions of section 
262; 

(10) In the case of mines, oil and gas wells, other natural 
deposits, and timber^ a reasonable allowance for depletion and 
for depreciation of unprovements, according to the peculiar 
conditions in each case, based upon cost including cost of 
development not otherwise deducted: Provided, That in the 
case of such properties acquired prior to March 1, 1913, the 
fair market value of the property (or the taxpayer's interest 
therein) on that date shall oe taken in lieu oi cost up to 
that date: Provided further, That in the case of mines, 
oil and gas wells, discovered by the taxpayer, on or after 
March 1, 1913, and not acquired as the result of piurchase 
of a proven tract or lease, where the fair market value of the 
property is materially disproportionate to the cost, the deple- 
tion allowance shall be based upon the fair market value of 
the property at the date of the discovery, or within thirty 
days thereafter; such reasonable allowance in all the 
above cases to be made under rules and regulations to be 
prescribed by the Commissioner with the approval of the 
Secretary. In the case of leases the deductions allowed by 
this paragraph shall be equitably apportioned between the 
lessor and lessee. 

(11) Contributions or gifts made within the taxable year 
to corporations organized and operated exclusively for reli- 
gious, charitable, scientific, or educational purposes, or for 
the prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any private 
stockholder or individual, or to the special fund for vocational 
rehabilitation authorized by section 7 of the Vocational 
Rehabilitation Act, to an amount not in excess of 15 per 
centum of the taxpayer's net income as computed without 
the benefit of this paragraph. Such contributions or gifts 
shall be allowable as deductions only if verified under rules 
and regulations prescribed by the Commissioner, with the 
approval of the Secretary. In the case of a nonresident alien 
individual this deduction shall be allowed only as to contri- 
butions or gifts made to domestic corporations, or to such 
vocational rehabilitation fund; 

(12) (a) At the time of filing return for the taxable year 
1918 a taxpayer may file a claim in abatement based on the fact 
that he has sustained a substantial loss (whether or not actu- 
ally realized by sale or other disposition) resulting from any 
material reduction (not due to temporary fluctuation) of the 
value of the inventory for such taxable year, or from the actual 
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pa3rment after the close of such taxable year of rebates in pur- 
suance of contracts entered into during such year upon sales 
made during such vear. In such case payment of the amount 
of the tax covered by such claim shall not be required until the 
claim is decided, but the taxpayer shall accompany his claim 
with a bond in double the amount of the tax covered by the 
claim, with sureties satisfactory to the Conmiissioner, condi- 
tioned for the payment of any part of such tax found to be due, 
with interest. If any part of such claim is disallowed then the 
remainder of the tax due shall on notice and demand by the DisaUotv- 
collector be paid by the taxpayer with interest at the rate of ance of 
1 per centum per month from the time the tax would have been Claim 
due had no such claim been filed. If it is shown to the satis- 
faction of the Commissioner that such substantial loss has 
b^n sustained, then in computing the tax imposed by this 
title the' amoimt of such loss shall be deducted from the net 
income, (b) If no such claim is filed, but it is shown to the Claim not 
satisfaction of the Commissioner that during the taxable year Filed 
1919 the taxpayer has sustained a substantial loss of the char- 
acter above described then the amount of such loss shall be 
deducted from the net income for the taxable year 1918 and 
the tax imposed by this title for such year shall be redetermined 
accordingly. Any amount found to be due to the taxpayer 
upon the basis of such redetermination shall be credited or 
refunded to the taxpayer in accordance with the provisions 
of section 252. 

(b) In the case of a nonresident alien individual the de^ 
ductions allowed in paragraphs (1), (4), (7), (8), (9), (10). Deductions 
(12), and clause (e) of paragraph (3), of subdivision (a) shall of Nonresi- 
be allowed onljr if and to tne extent that they are connected dent Aliens 
with income arising from a source within the United States; 
and the proper apportionment and allocation of the deduc- 
tions with respect to soiurces of income within and without the 
United States shall be determined under rules and regulations 
prescribed by the Commissioner with the approval of the Sec- 
retary. 

ITEMS NOT DEDUCTIBLE 

Sec. 215. That in computing net income no deduction Personal 
shall in any case be allowed m respect of — Expenses 

(a) Personal, living, or family expenses; 

(b) Any amoimt paid out for new buildings or for per- Betterments 
manent improvements or betterments made to increase the 

value of any property or estate ; 

(c) Any amount expended in restoring property or in Restoring 
making good the exhaustion thereof for which an allowan'*^ Property 
is or has Deen made; or 

(d) Premiums paid on any life insurance policy covering Life 

the life of any officer or employee, or of any person financially Insurance 
interested in any trade or business carried on by the taxpayer. Premiums 
when the taxpayer is directly or indirectly a beneficiary under 
such poUcy. 
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CREDITS ALLOWED 

Sbc. 216. That for the purpose of the normal tax only 
there shall be allowed the following credits: 

(a) The amount received as dividends from a corporar 
tion which is taxable under this title upon its net income, and 
amounts received as dividends from a personal service corpor- 
ation out of earnings or profits upon which income tax has been 
imposed by Act of Congress; 

(b) The amount received as interest upon obligations of 
the United States and bonds issued by the War Finance 
Corporation, which is included in gross income under section 
213; 

(c) In the case of a single person, a personal exemption 
of $1,000, or in the case of the head of a family or a married 
person living with husband or wife, a personal exemption of 
$2,0Q0. A husband and wife living together shall receive 
but one personal exemption of $2,GKX) against their aggre- 
gate net income; and in case they make separate returns, 
the personal exemption of $2,000 may be taken by either or 
divided between them; 

(d) $200 for each person (other than husband or wife) 
dependent upon and receiving his chief support from the tax- 
payer, if such dependent person is under eighteen years of 
age or is incapable of self-support because mentally or phys- 
ically defective; 

(e) In the case of a nonresident alien individual who 
is a citizen or subject of a country which imposes an income 
tax, the credits allowed in subdivisions (c) and (d) shall be 
allowed only if such country allows a similar credit to citizens 
of the United States not residing in such country. 
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NONRESIDENT ALIENS— ALLOWANCE OF DEDUC- 
TIONS AND CREDITS 

Sec. 217. That a nonresident alien individual shall 
receive the benefit of the deductions and credits allowed in 
this title only by filing or causing to be filed with the collector 
a true and accurate return of his total income received from 
all sources corporate or otherwise in the United States, in 
the manner prescribed by this title, including therein all the 
information which the Commissioner may deem necessary for 
the calculation of such deductions and credits: Providedy That 
the benefit of the credits allowed in subdivisions (c) and (d) of 
section 216 may, in the discretion of the Commissioner, and 
except as otherwise provided in subdivision (e) of that section, 
be received by filing a claim therefor with the withholding 
agent. In case of failure to file a return, the collector shall 
collect the tax on such income, and all property belonging to 
such nonresident aUen individual shall be liable to distraint 
for the tax. 
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PARTNERSfflPS AND PERSONAL SERVICE CORr 

PORATIONS 

Sec. 218. (a) That individuals canying on business in Partners 
partnership shall be liable for income tax only in their indi- Liable only 
vidual capacity. There shall be included in computing the in Individual 
net income of each partner his distributive share, whether Capacity 
distributed or not, of the net income of the partnership for the 
taxable year, or, if his net income for such taxable year is Accounting 
computed upon the basis of a period different from that upon Period of 
the basis of which the net income of the partnership is com- Partnership 
puted, then his distributive share of the net income of the Different 
partnership for any accoimting period of the partnership end- from 
mg within the fiscal or calendar year upon the basis of which Individual 
the partner's net income is computed. Partners 

The partner shall, for the purpose of the normal tax, be 
allowed as credits, in addition to the credits allowed to him Credits 
under section 216, his proportionate share of such amounts 
specified in subdivisions (a) and (b) of section 216 as are 
received by the partnership. 

(b) If a fiscal year of a partnership ends during a calendar Change ef 
year for which the rates of tax differ from those for the pre- Rates 
ceding calendjor year, then (1) the rates for such preceaing During 
calenoar year shall apply to an amount of each partner's Fiscal Year 
share of such partnership net income equal to the proportion 
which the part of such fiscal year falling within such calen- 
dar year beiars to the full fiscal year, and (2) the rates for the 
calendar year during which such fiscal year ends shall apply 
to the remainder. 

^_; In the case of an individual member of a partnership Credit for 
which makes return for a fiscal year beginning in 1917 ana Excess 
ending in 1918, his proportionate share of any excess profits Profits Tax 
tax imposed upon the partnership under the Revenue Act of for Fiscal 
1917 with respect to that part of such fiscal year faUing in Year Ending 
1917, shall, for the purpose of determining the tax imposea by in 1918 
this title, be credited against that portion of the net income 
embraced in his personal retiun for the taxable year 1918 to 
which the rates for 1917 apply. 

(d) The net income of the partnership shall be com- Compulation 
puted in the same manner and on the same basis as i>rovided of Net 

m section 212, except that the deduction provided in para- Income 
graph (11) of subdivision (a) of section 214 shall not be 
allowed. 

(e) Personal service corporations shall not be subject to Stockholders 
taxation under this title, out the individual stockholders of Personal 
thereof shall be taxed in the same manner as the members of Service 
partnerships. AH the provisions of this title relating to part- Corporations 
nerships and the members thereof shall so far as practicable Taxed as 
apply to personal service corporations and the stockholders Members of 
thereof: Provided^ That for the purpose of this subdivision Partnerships 
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amounts distributed by a personal service corporation during 
its taxable year shall be accounted for by the distributees; and 
any portion of the net income remaining undistributed at the 
close of its taxable year shall be accounted for by the stock- 
holders of such corporation at the close of its taxable year in 
proportion to their respective shares. 

ESTATES AND TRUSTS 

Sec. 219. (a) That the tax imposed by section 210 and 
211 shall appty to the income of estates or of any Idnd of 
property held m trust, including — 

(1) Income received by estates of deceased persons dur- 
ing the period of administration or settlement of the estate; 

(2) Income accumulated in trust for the benefit of un- 
born or unascertained persons or persons with contingent 
interests; 

(3) Income held for future distribution under the terms 
of the will or trust; and 

(4) Income which is to be distributed to the beneficiaries 
periodicallv, whether or not at regular intervals, and the 
mcome collected by a guardian of an infant to be held or 
distributed as the coiut may direct. 

(b) The fiduciary shall be responsible for making the 
retiun of income for the estate or trust for which he acts. 
The net income of the estate or trust shall be computed in 
the same manner and on the same basis as provided in sec- 
tion 212. except that there shall also be allowed as a deduc- 
tion (in lieu of the deduction authorized by paragraph (11) of 
subdivision (a) of section 214) any part of the gross income 
which, piu*suant to the terms of the will or deed creating the 
trust, is during the taxable year paid to or permanently set 
aside for the United States, any State^ Territory, or any polit- 
ical subdivision thereof, or the Distnct of Columbia, or any 
corporation organized and operated exclusively for religious, 
charitable, scientific, or educational purposes, or for the pre- 
vention oi cruelty to children or animals, no part of the net 
earnings of which inures to the benefit of any private stock- 
holder or individual; and in cases imder para^aph (4) of sub- 
division (a) of this section the fiduciary shall mclude in the re- 
turn a statement of each beneficiary's distributive share of 
such net income, whether or not distributed before the close of 
the taxable year for which the return is made. 

(c) In cases under paragraph (1), (2), or (3) of subdivi- 
sion (a) the tax shall be imposed upon the net income of the 
estate or trust and shall be paid by the fiduciary, except that 
in determining the net income of the estate of any deceased 
person during the period of administration or settlement there 
may be deducted the amount of any income properly paid or 
credited to any legatee, heir or other beneficiary, Iii such 
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cases the estate or trust shall, for the purpose of the normal 
tax, be allowed the same credits as are allowed to single per- 
sons under section 216. 

(d) In cases under parasraph (4) of subdivision (a), and in Payments 
the case of any income of an estate durine the p^od of of Tax by 
administration or settlement permitted by subdivision (c) to Beneficiary 
be deducted from the net income upon wmch tax is to be paid 
by the fiduciary, the tax shall not be paid by the fiduciary, 
but there shall oe included in computmg the net income of 
each beneficiary his distributive share, whether distributed or 
not, of the net income of the estate or trust for the taxable 
year, or, if his net income for such taxable year is computed 
upon the basis of a period different from that upon the basis 
of which the net income of the estate or trust is computed, 
then his distributive share of the net income of the estate 
or trust for any accounting period of such estate or trust 
ending within the fiscal or calendar year upon the basis of 
which such beneficiary's net income is computed. In such 
cases the beneficiary shall, for the purpose of the normal tax, 
be allowed as credits in addition to the credits allowed to 
him under section 216, his proportionate share of such amoimts 
specified in subdivisions (a) and (b) of section 216 as are 
received by the estate or trust. 

PROFITS OF (X)RPORATIONS TAXABLE TO 

STOCKHOLDERS 

Sec. 220, That if any corporation, however created or Accumvlar 
organized, is formed or availed of for the purpose of prevent- tion of 
ing the imposition of the surtax upon its stockholders or Profile 
members through the medium of permitting its gains and 
profits to accumulate instead of being divided or distributed, 
such corporation shall not be subject to the tax imposed by 
section 230, but the stockholders or members thereof shall 
be subject to taxation under this title in the same manner 
as provided in subdivision (e) of section 218 in the case of 
stockholders of a personal service corporation, except that 
the tax imposed by Title III shall be deducted from the net 
income of the corporation before the computation of the pro- 
portionate share of each stockholder or member. The fact 
that any corporation is a mere holding company, or that 
the gains ana profits are permitted to accumulate beyond 
the reasonable needs of the business, shall be prima facie 
evidence of a purpose to escape the surtax; but the fact 
that the gains and profits are in any case permitted to accu- 
mulate and become surplus shall not be construed as evidence 
of a purpose to escape the tax in such case unless the Com- 
missioner certifies that in his opinion such accumulation is 
unreasonable for the purposes of the business. When re- 
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quested by the Ck)ininisaioner, or any collector, every oorpo- 
ration shall forward to him a correct statement of such sams 
and profits and the names and addresses of the individuals 
or shareholders who would be entitled to the same if divided 
or distributed, and of the amoimts that would be payabk to 
each. 

PAYMENT OF TAX AT SOURCE 

Sec. 221. (a) That all individuals, corporations and part- 
nerships, in whatever capacity acting, mcludin^ lessees or 
mortgagors of real or personal property, fiduciaries, employ- 
ers, andall officers and employees of the United States^ having 
the control, receipt, custoay, disposal, or pa3rment, of mterest, 
rent, salaries, wages, premiums, annuities, compensations, 
remunerations, emoluments, or other fixed or determinable 
annual or periodical gains, profits, and income, of any non- 
resident alien individual (other than income received as divi- 
dends from a corporation which is taxable under this title 
upon its net income) shall (except in the cases provided for in 
subdivision (b) and except as otherwise provided in regulations 
prescribed by the Commissioner under section 217) deduct 
and withhola from such annual or periodical gains, profits, 
and income a tax equal to 8 per centiun thereof: Provided, 
That the Conmiissioner may authorize such tax to be de- 
ducted and withheld from the interest upon any securities the 
owners of which are not known to the withholding agent. 

(b) In any case where bonds, mortgages, or deeds of trust, 
or other similar obligations of a corporation contain a contract 
or provision by which the obligor agrees to pay any portion 
of the tax imposed by this title upon the obligee, or to reiai- 
burse the obligee for any portion of the tax, or to pay the 
interest without deduction for any tax which the obligor may 
be required or permitted to pay thereon or to retain therefrom 
under any law of the Unit^ States, the obligor shall deduct 
and withhold a tax equal to 2 per centum of the interest upon 
such bonds, mortgages, deeds of trust, or other obligations, 
whether such interest is payable annually or at shorter or 
lon^r periods and whether payable to a nonresident alien 
individual or to an individual citizen or resident of the United 
States or to a partnership: Provided, That the Commissioner 
may authorize such tax to be deducted and withheld in the 
case of interest upon any such bonds, mortgages, deeds of 
trust or other obligations, the owners oi which are not known 
to the withholding agent. Such deduction and withholding 
shall not be required in the case of a citizen or resident en- 
titled to receive such interest, if he files with the withholding 
agent on or before February 1, a si^ed notice in writing 
claiming the benefit of the credits provided in subdivisions (c) 
and (d) of section 216; nor in the case of a nonresident alien 
individual if so provided for in regulations prescribed by the 
Commissioner under section 217. 
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(c) Every individual^ corporation, or partnership required Returns oj 
to deduct and withhold any tax under this section shall make Withholding 
return thereof on or before March first of each year and shall Agents 

on or fcMefore June fifteenth pay the tax to the official of the 
United States Government authorized to receive it. Every 
such individual, corporation, or partnership is hereby made 
liable for such tax and is hereby indemnified against the 
claims and demands of any individual, corporation, or part- 
nership for the amount of any payments made in accordance 
with the provisions of this section. 

(d) Income upon which any tax is reouired to be with- Credit 
held at the source imder this section shall be included in the for Tax 
return of the recipient of such income, but any amount of Withheld 
tax so withheld shall be credited against the amount of income 

tax as computed in such return. 

(e) If any tax required under this section to be deducted 
and withheld is paid by the recipient of the income, it shall 
not be re-collected from the withholding agentj nor in cases 
in which the tax is so paid shall anv penalty be unposed upon 
or collected from the recipient of tne income or the withhold- 
ing; agent for failure to return or pay the same^ unless such 
failure was fraudulent and for the purpose of evadmg pa3rment. 

CREDIT FOR TAXES 

Sec. 222. (a) That the tax computed under Part II of this 
title shall be credited with: 

( 1 ) In the case of a citizen of the United States, the amount Cititens 
of any income, war-profits and excess-profits taxes paid during 

the taxable year to any foreign ooimtry, upon income derived 
from sources therein, or to any possession of the United States; 
and 

(2) In the case of a resident of the United States, the Residents 
amount of any such taxes paid during the taxable year to any 
possession of the United States; and 

(3) In the case of an alien resident of the United States Alien 
who is a citizen or subject of a foreign country, the amount Residents 
of any such taxes paid during the taxable year to such coun- 
try, upon income derived from sources therein, if such country, 

in imposing such taxes, allows a similar credit to citizens of the 
United States residing in such country: and 

(4) In the case of any such indiviaual who is a member Partner^ 
of a partnership or a beneficiary of an estate or trust, his pro- ships and 
portionate share of such taxes of the partnership or the estate Estates 
or trust paid during the taxable year to a foreign country or to 

any possession of tne United States, as the case may be. 

(b) If accrued taxes when paid differ from the amounts Accryed 
claimed as credits by the taxpayer, or if any tax paid is re- Taxes 
funded in whole or in part, the taxpayer shall notify the 
Commissioner who shall redetermine the amount of the tax 
due under Part II of this title for the year or years affected, 
and the amount of tax due upon such redetermination, if 
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any, shall be paid by the taxpayer upon notice and demand 
by the collector, or the amount of tax overpaid, if any, shall 
be credited or refunded to the taxpayer in accordance with the 

Erovisions of section 252. In the case of such a tax accrued 
ut not paid, the Ck>mmi8sioner as a condition precedent to 
the allowance of this credit may require the taxpayer to give a 
bond with sureties satisfactory to and to be approved by tlie 
Commissioner in such penal siun as the Commissioner may 
require, conditioned for the payment by the taxpayer of any 
amount of tax foimd due upon any such redetermination; 
and the bond herein prescribed shall contain such further 
conditions as the Conunissioner may require. 

(c) These credits shall be allowed only if the taxpayer 
furnishes evidence satisfactory to the Commissioner showing 
the amount of income derived from sources within such foreign 
country or such possession of the United States, and all other 
information necessary for the computation of such credits. 
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INDIVIDUAL RETURNS 

Sec. 223. That every individual having a net income for 
the taxable year of $1,000 or over if single or if married and 
not living with husband or wife, or of $2,000 or over if married 
and living with husband or wife, shall make under oath a 
return stating specifically the items of his gross income and 
the deductions and credits allowed by this title. If a hus- 
band and wife living together have an aggregate net income 
of $2,000 or over, each shaU make such a return unless the 
income of each is included in a single joint return. 

If the taimayer is unable to make his own return, the 
return shaU be made by a duly authorized agent or by tiie 
guardian or other person charged with the care of the person 
or property of such taxpayer. 
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PARTNERSHIP RETURNS 

Sec. 224. That eveiy partnership shall make a return for 
each taxable year, stating specifically the items of its gross 
income and the aeductions allowed by this title, and shall 
include in the return the names and addresses of the indi- 
viduals who would be entitled to share in the net income if 
distributed and the amount of the distributive share of each 
individual. The return shall be sworn to by any one of the 
partners. 

FIDUCIARY RETURNS 

Sec. 225. That every fiduciary (except receivers appointed 
by authority of law in possession of part only of the property 
of an individual) shall make under oath a return for the in- 
dividual, estate or trust for which he acts (1) if the net 
income of such individual is $1,000 or over if sin^e or if 
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married and not living with husband or wife, or $2,000 or Return by 
over if married and livmg with husband or wife, or (2) if the Joint 
net income of such estate or trust is $1,000 or over or if Fiduciaries 
any beneficiary of such estate or trust is a nonresident idien, 
stating specifically the items of the g^oss income and the 
deductions and credits allowed by tOs title. Under such 
regulations as the Commissioner with the approval of the 
Secretary may prescribe, a return made by one of two or 
more joint fiduciaries ana filed in the office of the collector of 
the district where such fiduciary resides shall be a sufiicient 
compliance with the above requirement. The fiduciary shall Oath of 
make oath that he has sufficient knowledge of the affairs of Fiduciary 
such individual, estate or trust to enable him to make the 
return, and that the same is, to the best of his knowledge and 
belief, true and correct. 

Fiauciaries required to make returns under this Act shall Protdsiona 
be subject to all the provisions of this Act which apply to Applicable to 
individuals. Fiduciaries 

RETURNS WHEN ACCOUNTING PERIOD 

CHANGED 

Sec. 226. That if a taxpayer, with the approval of the From Fiscal 
Commissioner, changes the basis of computing net income to Calendar 
from fiscal year to ^endar year a separate return shall be Year 
made for the period between the close oi the last fiscal vear for 
which return was made and the following December 31. 
If the change is from calendar year to fiscal year, a separate From Calenr 
return shall be made for the period between the close of the dar to Fiscal 
last calendar year for y^hich return was made and the date Year 
designated as the close of the fiscal vear. If the change is 
from one fiscal year to another fiscal year a separate return 
shall be made for the period between the close of the former From One 
fiscal year and the date designated as the close of the new Fiscal Year 
fiscal year. If a taxpayer making his first return for income to Another 
tax keeps his accounts on the basis of a fiscal year he shall 
make a separate return for the period between the beginning 
of the calendar vear in which such fiscal year ends and the 
end of such fiscal year. 

In all of the above cases the net income shall be computed Net Income 
on the basis of such period for which separate return is made, 
and the tax shall be paid thereon at the rate for the calendar 
year in which such period is included; and the credits pro- Rates of 
vided in subdivisions (c) and (d) of section 216 shall be re- Tax 
duced respectively to amounts which bear the same ratio to 
the full credits provided in such subdivisions as the number 
of months in sucn period bears to twelve months. 

TIME AND PLACE FOR FILING RETURNS 

Sec. 227. (a) That returns shall be made on or before the Time 
fifteenth day of the third month following the close of the fiscal 
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year, or, if the return is made on the basis of the calendar 
year, then the return shall be made on or before the fifteenth 
day of March. The Commissioner may grant a reasonable 
extension of time for filing returns whenever in his judgment 
good cause exists and shafl keep a record of eve'ry such exten- 
sion and the reason therefor. Except in the case of taxpayers 
who are abroad, no such extension shall be for more than six 
months. 

(b) Returns shall be made to the collector for the district 
in which is located the le^^al residence or principal place of 
business of the person makmg the return^ or, if he has no legal 
residence or prmcipal place of business m the United States, 
then to the collector at Baltimore, Maryland. 



UNDERSTATEMENT IN RETURNS 

Readjustment Sec. 228. That if the collector or deputy collector has 
reason to believe that the amount of any income return is 
understated, he shall give due notice to the taxpayer makine 
the retiun to show cause why the amount of the return should 
not be increased, and upon proof of the amoimt understated, 
may increase the same accordingly. Such taxpayer may furn- 
ish sworn testimony to prove any relevant facts and if dis- 
satisfied with the decision of the collector may appeal to the 
Commissioner for his decision, under such rules of procedure 
as may be prescribed by the Commissioner with the approval 
of the Secretary. 

PART ni.— CORPORATIONS 



Rales 



Year 1918 



Year 1919 

Transpor- 
tation Cor- 
porations 



TAX ON CORPORATIONS 

Sec. 230. (a) That, in lieu of the taxes imposed by section 
10 of the Revenue Act of 1916, as amended oy the Revenue 
Act of 1917, and by section 4 of the Revenue Act of 1917, 
there shtill oe levied, collected, and paid for each taxable year 
upon the n^ income of every corporation, a tax at the follow- 
ing rates: 

(1) For the calendar year 1918, 12 per centum of the 
amount of the net income m excess of the credits provided in 
section 236; and 

(2) For each calendar year thereafter, 10 per centum of 
such excess amount. ' 

(b) For the purposes of the Act approved March 21, 1918, 
entitled "An Act to provide for the operation of transportation 
systems while under Federal control, for the just compensation 
of their owners and for other purposes," five-sixths of the tax 
imposed by paragraph (1) of subdivision (a) and four-fiftiis 
of the tax imposed by paragraph (2) of subdivision (a) shall 
be treated as levied by an Act m amendment of Title I of the 
.Revenue Act of 1917, 
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CONDITIONAL AND OTHER EXEMPTIONS 

Sec. 23 1 . That the following organizations shall be exempt 
from taxation under this title — 

(1) Labor, agricultural, or horticultural organizations; Corporationa 

(2) Mutual savings banks not having a capital stock rep- Exempt 
resented by shares; 

(3) Fraternal beneficiary societies, orders, or associations, 
(a) operating under the lodse system or for the exclusive 
benefit of the members of a &atemity itself operating under 
the lodge system, and (b) providing for the payment of life, 
sick, accident, or other benefits to the members of such society, 
order, or association or their dependents; 

(4) Domestic building and loan associations and co-opera- 
tive banks without capital stock organized and operated for 
mutual purposes and without profit; 

(5) Cemetery companies owned and operated exclusively 
for the benefit of their members; 

(6) Corporations organized and operated exclusively for 
religious, charitable, scientific, or educational purposes, or for 
the prevention of cruelty to children or animals, no part of 
the net earnings of which inures to the benefit of any private 
stockholder or individual. 

(7) Business leagues, chambers of commerce, or boards 
of trade, not organized for profit and no part of the net earn* 
in^ of which inures to the oenefit of any private stockholder 
or individual; 

(8) Civic leagues or organizations not organized for profit 
but operated exclusively for the promotion of social welfare; 

(9) Clubs organized and operated exclusively for pleasure, 
recreation, and other nonprofitable purposes, no part of the 
net earnings of which inures to the benefit of any private 
stockholder or member; 

(10) Farmers' or other mutual hail, cyclone, or fire insur- 
ance companies, mutual ditch or irrigation companies, mutual 
or co-operative telephone companies, or Uke organizations of 
a purely local character, the income of which consists solely 
of assessments, dues^ and fees collected from members for the 
sole purpose oi meetmg expenses; 

(11) Farmers', fruit growers', or like associations, organ- 
ized and operated as sales agents for the purpose of marketing 
the products of members and turning back to them the pro- 
ceeds of sales, less the necessary selling expenses, on the basis 
of the quantity of produce ftu*nished by them; 

(12) Corporations organized for the exclusive purpose of 
holding title to property, collecting income ther^rom, and 
turning over the entire amount thereof, less expenses, to an 
organization which itself is exempt from the tax imposed by 
this title; 

(13) Federal land banks and national farm-loan associa- 
tions as provided in section 26 of the Act approved July 17, 
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1916. entitled ''An Act to provide capital for agricultural 
development, to create standard forms of investment based 
upon farm mortgage, to equalize rates of interest upon farm 
loans, to furnish a market for United States bonds, to create 
Government depositaries and financial agents for the United 
States, and for other purposes '' ; 
(14) Personal service corporations. 

NET INCOME DEFINED 

Sec. 232. That in the case of a corporation subject to the 
tax imposed by section 230 the term ''net income" means the 
sross income as defined in section 233 less the deductions al- 
lowed by section 234, and the net income shall be computed 
on the same basis as is provided in subdivision (b) of section 
212 or in section 226. 

GROSS INCOME DEFINED 

Sec. 233. (a) That in the case of a corporation subject 
to the tax imposed by section 230 the term "gross income" 
means the gross income as defined in section 213, except that: 

(1) In the case of life insivance companies there shall not 
be included in gross income such portion of any actual pre- 
mium received from any individual policyholder as is paid bade 
or credited to or treated as an abatement of premium of such 
policyholder within the taxable year. 

(2J Mutual marine insurance companies shall include in 
gross income the gross premiums collected and received by 
them less amounts paid for reinsiurance. 

(b) In the case of a foreign corporation ^ss income 
includes only the gross income from sources withm the United 
States, including the interest on bonds, notes, or other intcnr- 
est-bearing obligations of residents, corporate or otherwise, 
dividends from resident corporations, and including all 
amounts received (although paid under a contract for the sale 
of goods or otherwise) representing profits on the manufac- 
ture and disposition of goods within tne United States. 

DEDUCTIONS ALLOWED 

Sec. 234. (a) That in computing the net income of a 
corporation subject to the tax miposed by section 230 there 
shall be allowed as deductions: 

(1) AU the ordinary and necessary expenses paid or 
incurred during the taxable year in carr3ring on any trade or 
business, including a reasonable allowance for »daries or 
other compensation for personal services actually rendered,' 
and includmg rentals or other payments required to be made 
as a condition to the continued use or possession of property 
to which the corporation has not taken or is not takmg title, 
or on which it has no equity; 

[661 



(2) All interest paid or accrued within the taxable year Interest 
on its indebtedness, except on indebtedne&s incurred or con- 
tinued to purchase or carry obligations or securities (other 

than obligations of the United States issued after September 
24, 1917) the interest upon which is wholly exempt from 
taxation under this title as income to the taxpayer, or^ in the 
case of a foreign corporation, the proportion of such mterest 
which the amount of its gross income from sources within 
the United States bears to the amount of its gross income 
from all sources within and without the United States; 

(3) Taxes paid or accrued within the taxable year Im- TaxeSy 
posed (a) by the authority of the United States, except Uniied 
income, war-profits and excess-profits taxes; or (b) by the States and 
authority of any of its possessions, except the amount of Possessions 
income, war-profits and excess-profits taxes allowed as a 

credit under section 238; or (c; by the authority of anjr 
State or Territory, or any coimty, school district, munici- 
pality, or other taxing subdivision of any State or Terri- 
tory, not including those assessed against local benefits State or 
of a kind tending to mcrease the value of the property assessed; Political 
or (d) in the case of a domestic corporation, by the authority Subdivision 
of any foreign countr)^ except the amoimt of income, war- 
profits and excess-pronts taxes allowed as a credit under Foreign 
section 238; or (e) in the case of a foreign corporation. Country 
by the authority of any foreign coimtry (except income, war- 
profits and excess-profits taxes, and taxes assessed against 
(local benefits of a kind tending to increase the value of the 
'property assessed), upon the property or business: Provided, 
That in the case of obligors specified m subdivision (b) of sec- " TaX'-Free" 
tion 221 no deduction for the payment of the tax imposed by Bonds 
this title or any other tax paid pursuant to the contract or pro- 
vision referred to in that subdivision, shall be allowed; 

(4) Losses sustained during the taxable year and not Losses 
compensated for by insurance or otherwise; 

(5) Debts ascertained to be worthless and charged off Bad Debts 
within the taxable year; 

(6) Amounts received as dividends from a corporation Dividends 
which is taxable imder this title upon its net income, and 
amounts received as dividends from a personal service corpo- 
ration out of earnings or profits upon which income tax has 

been imposed by Act of Congress; 

(7) A reasonable allowance for the exhaustion, wear and Depreciation 
tear of property used in the trade or business, including a 
reasonable allowance for obsolescence; 

(8) In the [case of buildings, machinerv, equipment, or Amortieation 
other facilities, constructed, erected, installed, or acquired, 

on or after April 6, 1917, for the production of articles con- 
tributing to tne prosecution of the present war, and in the 
case of vessels constructed or acquired on or after such date 
for the transportation of articles or men contributing to the 
prosecution of the present war, there shall be allowed a 
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reasonable deduction for the amortization of such part of the 
cost of such facilities or vessels as has been borne by the tax- 
payer, but not again including any amount otherwise allowed 
under this title or previous acts of Congress as a deduction in 
computing net income. At any time within three years after 
the termmation of the present war the Commissioner 
may, and at the request of the taxpayer shall, reexamine the 
return, and if he then finds as a result of an appraisal or from 
other evidence that the deduction originally allowed was 
incorrect, the taxes imposed by this title and by Title 111 for the 
year or vears affected shall bie redetermined; and the amoimt 
of tax due upon such redetermination, if any, shall be paid 
upon notice and demand by the collector, or the amount 
of tax overpaid, if any, shall be credited or refunded to the 
taxpayer in accordance with the provisions of section 252; 

(9) In the case of mines, oil and gas wells, other natural 
deposits, and timber, a reasonable allowance for depletion 
and for depreciation of improvements, according to the pecu- 
liar conditions in each case, based upon cost including cost of 
development not otherwise deducted: Provided, That in the 
case 01 such properties acquired prior to March 1, 1913, the 
fair mai;ket value of the property (or the taxpayers interest 
therein) on that date shaU be taken in lieu of cost up to that 
date: Provided further. That in the case of mines, oil and 
gas wells, discovered bv the taxpayer, on or after March 
1, 1913, and not acquired as the result ol purchase of a proven 
tract or lease, where the fair market value of the property 
is materially disproportionate to the cost, the depletion 
allowance shall be based upon the fair market value of the 
property at the date of the discovery^ or within thirty days 
thereafter; such reasonable allowance m all the above cases to 
be made under rules and regulations to be prescribed by the 
Commissioner with the approval of the Secretary. In the case of 
leases the deductions allowed by this paragraph shall be equit- 
ably apportioned between the lessor and lesseej 

(10) In. the case ,of insurance companies, m addition to 
the above: (a) The net addition reqmred by law to be made 
within the taxable year to reserve funds (including in the 
case of assessment insurance companies the actual deposit of 
sums with State or Territorial officers pursuant to law as 
additions to guarantee or reserve funds); and (b) the sums 
other than dividends paid within the taxable year on policy 
and annuity contracts; 

(11) In the case of corporations issuinp; policies covering 
life, health, and accident msurance combmed in one policy 
issued on the weekly premium payment plan continuing for 
life and not subject to cancelation, in adoition to the above, 
such portion of the net addition (not required by law) made 
within the taxable year to reserve funds as the CJommissioner 
finds to be requirea for the protection of the holders of such 
policies only; 
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(12) In the case of mutual marine insurance companies. Mutual 
there shall be allowed, in addition to the deductions allowed Marine 
in paragraphs (1) to (10), indusive, amounts repaid to Insurance 
pohcyhoMers on account of premiums previously paid by Companies 
them, and interest paid upon such amounts between the 
ascertainment and the payment thereof; 

(13) In the case of mutual insurance companies (other Mutual 
than mutual life or mutual marine insurance companies) Insurance 
requiring their members to make premium deposits to provide Companies 
for losses and expenses, there shall be aUowed, in addition to 

the deductions fulowea in paragraphs (1) to (10), inclusive, 
(unless otixerwise allowed imder sucn paragraphs) the amount 
of premium deposits returned to their policyholders and the 
amount of premium deposits retained for the payment of 
losses, expenses, and reinsurance reserves; 

(14) (a) At the time of filing return for the 'taxable year Claim in 
1918 a tas^ver may file a claim in abatement based on the Abatement 
fact that he has sustained a substantial loss (whether or not for Inventory 
actually realized by sale or otiier disposition) resulting from and Contract 
any material reduction (not due to temporary fluctuation) Losses 

of the value of the inventory for such taxable year, or from the During 1918 
actual pa3rment after the close of such taxable year of rebates 
in pursuance of contracts entered into during such year upon 
sales made during such year. In such case payment of the 
amount of the tax covered by such claim shallnot be required 
until the claim is decided, but the taxpayer shall accompany 
his claim with a bond in double the amount of the tax covered 
by the claim, with sureties satisfactory to the Commissioner, 
condilioned lor the pajrment of any part of such tax found to 
be due, wi^ interest. If any part of such claim is disallowed DisaUovxmce 
then the remainder of the tax due shall on notice and demand of Claim 
by the collector be paid by the taxpayer with interest at the 
rate of 1 per centum per month from the time the tax would 
have been due had no such claim been filed. If it is shown to 
the satisfaction of the Commissioner that such substantial 
loss has been sustained, then in computing the taxes imposed 
by this title and by Title III the amount of such loss shall be 
deducted from the net income, (b) If no such claim is Claim 
filed, but it is shown to the satisfaction of the Commissioner Not Filed 
that during the taxable year 1919 the taxpayer has sustained 
a substantial loss of the character above described then the 
amoimt of such loss shall be deducted from the net income for 
the taxable year 1918 and the taxes imposed by this title and 
by Title III for such year shall be redetermined accordingly, 
^y amount found to be due to the taxpayer upon the basis of 
such redetermination shall be credited or refunded to the tax- 
payer in accordance with the provisions of section 252. 

(b) In the case of a foreign corporation the deductions Dedv^iions 
allowed in subdivision (a), except those allowed in para- AUowted 
graph (2) and in clauses (a), (b), and (c) of paragraph Foreign 
(3), shall be allowed only if and to the extent that they are Corporation 
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connected with income arising from a source within the United 
Stat<»; and the proper apportionment and allocation of the 
deductions with respect to sources of income within and with- 
out the United States shall be determined under rules and 
regulations prescribed by the Commissioner with the appro- 
val of the Secretary. 

ITEMS NOT DEDUCTIBLE 

Sec. 235. That in computing net income no deduction 
shall in any case be allowed in respect of any of the items 
specified in section 215. 

CREDITS ALLOWED 

Sec. 236. That for the purpose only of the tax imposed by 
section 230 there shall be allowed the following credits: 

(a) The amount received as interest upon obligations of 
the United States and bonds issued by the War Finance Corpo- 
ration, which is included in gross income under section 233; 

(b) The amount of any taxes imposed by Title III for the 
same taxable year: Provided y That in the case of a corporation 
which makes return for a fiscal year beginning in 1917 and 
ending in 1918, in computing the tax as provided in subdivi- 
sion (a) of section 205, the tax computed for the entire period 
under Title II of the Revenue Act of 1917 shall be ci^dited 
against the net income computed for the entire period under 
Title I of the Revenue Act of 1916 as amended by the Revenue 
Act of 1917 and under Title I of the Revenue Act of 1917. and 
the tax computed for the entire period under Title III of this 
Act at the rates prescribed for the calendar year 1918 shall be 
credited against the net income computed for the entire period 
under this title; and 

(c) In the case of a domestic corporation, $2,000. 

PAYMENT OF TAX AT SOURCE 

Sec. 237. That in the case of foreign corporations subject 
to taxation under this title not engaged in trade or business 
within the United States and not having any office or place of 
business therein, there shall be deducted and withheld at the 
source in the same manner and upon the same items of income 
as is provided in section 221 a tax equal to 10 per centum there- 
of, and such tax shall be returned and paid in the same manner 
and subject to the same conditions as provided in that section: 
Provided^ That in the case of interest described in subdivision 
(b) of that section the deduction and withholding shall be at 
the rate of 2 per centiun. 

CREDIT FOR TAXES 

Sec. 238. (a) That in the case of a domestic corporation 
the total taxes imposed for the taxable year by this title and by 
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Title in shall be credited with the amount of any income, war- Taxes Paid 
profits and excess-profits taxes paid during the taxable year to Foreign 
any foreign country, upon income derived from sources therein, Cotirdry 
or to any possession or the United States. 

If accrued taxes when paid differ from the amounts claimed 
as credits by the corporation, or if any tax paid is refimded in 
whole or in part, the corporation shall at once notify the Com- 
missioner wno shall redetermine the amount of the taxes due 
under this title and imder Title III for the year or years af- 
fected, and the amount of taxes due upon such redetemuna- 
tion, if any, shall be paid by the corporation upon notice and 
demand by the collector, or the amoimt of taxes overpaid, if 
any. shall be credited or refimded to the corporation in ao- 
corasmce with the provisions of section 252. In the case of 
such a tax accrued but not paid, the Commissioner as a condi- 
tion precedent to the allowance of this credit may require the 
corporation to give a bond with sureties satisfactory to and to 
be approved by him in such penal siun as he may require, con- 
ditioned for tne payment by the taxpayer of any amount of 
taxes found due upon any such redetermmation; and the bond 
herein prescribed shall contain such further conditions as the 
Commissioner may reauire. 

(b) This credit shall be allowed only if the ta^^ayer furnishes Evidence of 
evidence satisfactory to the Commissioner showmg the amount Payment 
of income derived from sources within such foreign country 

or such possession of the United States, as the case may be, and 
all other information necessary for the computation of such 
credit. 

(c) If a domestic corporation makes a return for a fiscal Fiscal Year 
year beginning in 1917 ana ending in 1918, only that proportion 1917-1918 
of this credit shall be allowed which the part of such period 

within the calendar year 1918 bears to the entire period. 

CORPORATION RETURNS 

Sec. 239. That every corporation subject to taxation under When 
this title and every personal service corporation shall maJce a Required 
return, stating specifically the items of its gross income and the 
deductions and credits allowed by this title. The return shall 
be sworn to by the president, vice-president, or other principal Execution 
officer and by the treasurer or assistant treasurer. If any 
foreign corporation has no office or place of business in the 
United States but has an agent in the United States, the re- 
turn shall be made by the agent. In cases where receivers, ReceiverSf 
trustees in bankruptcy, or assignees are operating the property Etc, 
or business of corporations, such receivers, trustees, or assig- 
nees shall make returns for such corporations in the same man- 
ner and form as corporations are required to make returns. 
Any tax due on the basis of such returns made by receivers, 
trustees, or assignees shall be collected in the same manner as CoUecHon 
if collected from the corporations of whose business or prop- of Tax 
erty they have custody and control. 
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Returns made under this section shall be subject to the pro- 
visions of sections 226 and 228. 

When return is made under section 226 the credit provided 
in subdivision (c) of section 236 shall be reduced to an amount 
which bears the same ratio to the full credit therein provided 
as the numb^ of months in the period for which such return is 
made bears to twelve months. 
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CONSOLIDATED RETURNS 

Sec. 240. (a) That corporations which are a£Eiliated within 
the meaning of this section shall, under regulations to be pre- 
scribed by the Commissioner with the approval of the Secre- 
tary, make a consolidated return of net income and invested 
capitsJ for the purposes of this title and Title III, and the 
taxes thereunder shall be computed and determined upon the 
basis of such retium: Provided, That there shall be taken out 
of such consolidated net income and invested capital, the net 
income and invested capital of any such affiliated corporation 
organized after August 1, 1914, and not successor to a then 
existing business, 50 per centum or more of whose gross income 
consists of gains, profits, commissions, or other income, de- 
rived from a Gk)vemment contract or contracts made between 
April 6, 1917, and November 11, 1918, both dates inclusive. 
In such case the corporation so taken out shall be separately 
assessed on the basis of its own invested capital and net in- 
come and the remainder of such affiliated group shall be as- 
sessed on the basis of the remaining consolidated invested cap- 
ital and net income. 

In any case in which a tax is assessed upon the basis of a 
consolidated return, the total tax shall be computed in the 
first instance as a unit and shall then be assessed upon the 
respective afiiliated corporations in such proportions as mav 
be agreed upon among them, or, in the sibsence of any such 
agreement, then on the \?8aia of the net income properly as- 
signable to each. There shall be allowed in computing the 
income tax only one specific credit of $2,000 (as provided in 
section 236) ; in computing the war-profits credit (as provided 
in section 311) only one specific exemption of $3,000; and in 
computing the excess-profits credit (as provided in section 
312) only one specific exemption of $3,000. 

(b) For the purpose of this section two or more domestic 
corporations shall be deemed to be afiiliated (1) if one corpor- 
ation owns directly or controls through closely affiliated int^- 
ests or by a nominee or nominees substantially all the stock of 
the other or others, or (2) if substantially all the stock of two 
or more corporations is owned or controlled by the same 
interests. 

(c) For the purposes of section 238 a domestic corporation 
which owns a majority of the voting stock of a foreign corpor- 
ation shall be deemed to have paid the same proportion of 
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any inoome, war-profits and excess-profits taxes paid (but not Credit Jor 

induding taxes accrued) by such foreign corporation during Taxes 

the taxable year to any foreign country or to any possession 

of the United States upon mcome derived from sources witii- 

out the United States, which the amount of any dividends 

(not deductible under section 234) received by such domestic 

corporation from such foreigp corporation during the taxable 

year bearstothetotaltaxableinoomeof suchforeig^corporaoon 

upon or with respect to which such taxes were paid : Provided, 

Tiiat in no such case shall the amoimt of the credit for such 

taxes exceed the amount of such dividends (not deductible 

under section 234) received by such domestic corporation 

during the taxable year. 

TIME AND PLACE FOR FILING RETURNS 

Sec. 241. (a) That returns of corporations shall be made Time 
at the same time as is provided in subdivision (a) of section 
227. 

(b) Returns shall be made to the collector of the district PUxee 
in which is located the principal place of business or principal 
office or agency of the corporation, or, if it has no principal 

Slace of business or principal office or agency in the United 
tates, then to the collector at Baltimore, Maryland. 

PART IV —ADMINISTRATIVE PROVISIONS 

PAYMENT OF TAXES 

Sec. 250. (a) That except as otherwise provided in this Pawnents 
section and sections 221 and 237 the tax shall be paid in four in In^tallr 
instidlments, each consisting of one-fourth of the total amount merUa 
of the tax. The first installment shall be paid at the time 
fixed by law for filing the return, and the second installment Interest 
shall be paid on the fifteenth day of the third month, the third When Time 
installment on the fifteenth day of the sixth month, and the for Filing 
fourth installment on the fif te^th day of the nintn month, Return is 
after the time fixed by law for filing the return. Where an Extended 
extension of time for ffiing a return is granted the time for 
payment of the first installment shall be postponed until the Failure 
date of the expiration of the period of the extension, but the to Pay 
time for payment of the other instaihnents shall not be post- InstaUment 
poned unless the Commissioner so provides in granting the 
extension. In any case in which the time for the pajrment of 
any installment is at the request of the taxpaver thus post- 
poned, there shall be added as part of such installment interest 
thereon at the rate of ^ of 1 per centimi per month from the 
time it would have been due if no extension had been granted 
untfl paid. If any installment is not paid when due, the whole 
amount of the tax unpaid shall become due and payable upon 
notice and demand by the collector. 
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The tax may at the option of the taxpayer be paid in 
a single pa3rment instead of in instaUments, in which case the 
total amount shall be paid on or before the time fixed by 
law for filin g tibe return, or, where an extension of time for 
filing the return has been granted, on or before the expiration 
of the period of such extension. 

(b) As soon as practicable after the return is filed, the 
Commissioner shall examine it. If it then appears that the 
correct amount of the tax is greater or less tnan that shown 
in the return, the installments shall be recotoiputed. If the 
amount already paid exceeds that which should have been 
paid on the basis of the installments as recomputed, the excess 
so paid shall be credited against the subsequent installments: 
and if the amount already paid exceeds the correct amount of 
the tax, the excess shall be credited or refunded to the tax- 
payer in accordance with the provisions of section 252. 

If the amount already paid is less than that which should 
have been paid, the difference shall, to the extent not cov* 
ered by anj credits then due to the taxpayer under section 
252, be paid upon notice and demand by the collector. In 
such case if the return is made in good faith and the under- 
statement of the amount in the return is not due to any 
fault of the taxpayer, there shall be no penalty because 
of such understatement. If the understatement is due 
to negligence on the part of the taxpayer, but without intent 
to defraud, there shall be added as part of the tax 5 per 
centum of the total amount of the deficiency, plus interest 
at liie rate of 1 per centum per month on the amoimt of the 
deficiency of eacn installment from the time the installment 
was due. 

If the understatement is false or fraudulent with intent 
to evade the tax, then, in lieu of the penalty provided by 
section 3176 of the Revised Statutes, as amended, for false 
or fraudulent returns wilfully made, but in addition to 
other penalties provided by law for talse or fraudulent re- 
turns, there shall be added as part of the tax 60 per centum 
of the amount of the deficiency. 

(c) If the return is made pursuant to section 3176 of 
the Revised Statutes as amended, the amoimt of tax deter- 
mined to be due under such return shall be paid upon notice 
and demand by the collector. 

(d) Except in the case of false or fraudulent returns with 
intent to evade the tax, the amount of tax due under any 
return shall be determined and assessed by the Commissioner 
within five years after the return was due or was made, and 
no suit or proceeding for the collection of any tax shall be 
begun after the expiration of five years after the date when 
the return was due or was made. In the case of such false 
or fraudulent returns, the amount of tax due may be detei> 
mined at any time £^ter the return is filed, and the tax may 
be collected at any time after it becomes due. 
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(e) If any tax remains unpaid after the date when it is 
due, and for ten days after notice and demand by the collector, 
then, except in the case of estates of insane, deceased, or 
insolvent persons, there shall be added as part of the tax the 

sum of 5 per centum on the amount due but unpaid, plus Interest an 
interest at the rate of 1 per centum per month upon such Unpaid Tax 
amount from the time it became due: Provided^ That as 
to any such amoimt which is the subject of a bona fide claim 
for abatement such sum of 5 per centiun shall not be added 
and the interest from the time the amount was due until the 
claim is decided shall be at the rate of )^ of 1 per centum 
per month. 

In the case of the first installment provided for in sub- Notice of 
division (a) the instructions printed on the return shall be First 
deemed sufficient notice of the date when the tax is due and suf- InstaUmerU 
ficient demand, and the taxpayer's computation of the tax on 
the return shall be deemed sufficient notice of the amount due. 

(f) In any case in which in order to enforce payment of Fee for 
a tax it is necessarv for a collector to cause a warrant of dis- Warrant 
traint to be servecl, there shall also be added as part of the 

tax the sum of $5. 

(g) If the Commissioner finds that a taxpayer designs Departure 
quickly to depart from the United States or to remove nis or Removal 
property therefrom, or to conceal himself or his property from U, S. 
therein, or to do any other act tending to prejudice or to render 

wholly or partly ineffectual proceedings to collect the tax for Concealment 
the taxable year then last past or the taxable year then current of Person 
unless such proceedings be brought without delay, the Commis- or Property 
sioner shall declare the taxable period for such taxpayer 
terminated at the end of the calendar month then last past 
and shall cause notice of such finding and declaration to be 
given the taxpayer, together with a demand for immediate 
payment of the tax for the taxable period so declared ter- 
minated and of the tax for the preceding taxable year or so 
much of said tax as is unpaid, whether or not the time other- 
wise allowed by law for filing return and paying the tax has 
expired; and such taxes shall thereupon become immediately 
due and payable. In any action or suit brought to enforce 
payment of taxes made due and payable by virtue of the pro- 
visions of this subdivision the findmg of the Commissioner, 
made as herein provided, whether made after notice to the 
taxpayer or not, shall be for all purposes presumptive evidence 
of tne taxpayer's design. A taxpayer who is not in default Security for 
in making any return or paying income, war profits, or excess- Payment 
profits tax under any Act of Congress may furnish to the of Tax 
United States, imder regulations to be prescribed by the Com- 
missioner with the approval of the Secretary, security ap- 
proved by the Commissioner that he will duly make the return 
next thereafter required to be filed and pay tne tax next there- 
after required to be paid. The Commissioner may approve 
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and accept in like manner security for return and payment of 
taxes made due and payable by virtue of the provisions of this 
subdivision, provided the ta3q)ayer has paid in full all otiier 
income, warnprofits, or excess-profits taxes due from him under 
any Act of Congress. If security is approved and accepted 
pursuant to the provisions of this subdivision and such further 
or other security with respect to the tax or taxes covered 
thereby is given as the Commissioner shall from time to time 
find necessary and require, pa3rment of such taxes shall not be 
enforced by any proceedings under the provisions of this sub- 
division prior to the expiration of the tune otherwise allowed 
for paying such respective taxes. 



Receipts 
Owen upon 
Request 



Separate 
Receipts 
for Tax of 
Creditors 



Excess 
Collections 
to be 

Credited or 
Refunded 



RECEIPTS FOR TAXES 

Sec. 251. That every collector to whom any payment of 
any tax is made under the provisions of this title shall upon 
request give to the person making such payment a full written 
or print^ receipt, stating the amount paia and the particular 
account for which such payment was made; and whenever any 
debtor pa3rs taxes on account of pavments made or to be made 
by him to separate creditors the collector shall, if requested by 
such debtor, give a separate receipt for the tax paid on account 
of each creditor in such form that the debtor can conveniently 
produce such receipts separately to his several creditors in 
satisfaction of their respective demands up to the amounts 
stated in the receipts; and such receipts shall be sufficient evi- 
dence in favor of such debtor to justify him in withholding 
from his next payment to his creditor the amount therein 
stated; but the creditor may, upon giving to his debtor a full 
written receipt acknowledging the pa3rment to him of any 
sum actually paid and acceptmg the amoimt of tax paid as 
aforesaid (specifying the same) as a further satisfaction of the 
debt to that amount, require the surrender to him of such 
collector's receipt. 

REFUNDS 

Sec. 252. That if, upon examination of any return of in- 
come made pursuant to this Act, the Act of August 5, 1909. 
entitled "An Act to provide revenue, equalize duties, ana 
encourage the industries of the United States^ and for other 
purposes," the Act of October 3, 1913, entitled ''An Act 
to reduce tariff duties and to provide revenue for the Gov- 
ernment, and for other purposes," the Revenue Act of 1916, 
as amended, or the Revenue Act of 1917, it appears that 
an amount of income, war-profits or excess-pronts tax has 
been paid in excess of that properly due, then, notwithstand- 
ing the provisions of section 3228 of the Revised Statutes, the 
amount of the excess shall be credited against any income, 
war-profits or excess-profits taxes, or instamnent thereof, then 
due from the taxpayer under any other return, and any bal- 
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anoe of such excess shall be immediatety refunded to the tax- Limitation 
payer: Protrided, That no such credit or refimd shall be of Time 
allowed or made after five years from the date when the for Making 
return was due, unless before the expiration of such five years Claim 
a claim therefor is filed by the taxpayer. 

PENALTIES 

Sec. 253. That any individual, corporation, or partner- Failure to 
ship required under this title to pay or collect any tax, to ms^e File Return, 
a return or to supply information, who fails to pa^ or collect Supply In- 
such tax, to make such return, or to supply such mformation formation, or 
at the time or times required under this title, shall be liable Pay Tax 
to a penalty of not more than $1 J900. Any individual, corpo- 
ration, or partnership, or any officer or employee of any cor- 
poration or member or employee of a partnei^p, who will- 
nilly refuses to pa^r or collect such tax, to make such return, 
or to supply such information at the time or times required 
under this title, or who willfully attempts in any manner to WiUful 
defeat or evade the tax imposed by this title, shall be guilty Refusal 
of a misdemeanor and shall be fined not more than $10,000 
or imprisoned for not more than one year, or both, together 
with the costs of prosecution. 

RETURNS OF PAYMENTS OF DIVIDENDS 

Sec. 254. That everv corporation subject to the tax im- Dividends 
posed by this title ana, every personal service corporation Paid to 
shall, when required by the Commissioner, render a correct Stockholders 
return duly verified under oath, of its payments of dividends, 
stating the name and address oi each stockholder, the number 
of shares owned by him, and the amount of dividends paid to 
him. 

RETURNS OF BROKERS 

Sec. 255. That every individual, corporation, or partner- 
ship doing business as a broker shall, when required by the 
Commissioner, render a correct return duly verified under 
oath, under such rules and regulations as the Commissioner, Profits of 
with the approval of the Secretary, mav prescribe, showing the Customers 
names of customers for whom such individual, corporation, or 
partnership has transacted any business, with such details as 
to the profits, losses, or other information which the Com- 
missioner may require, as to each of such customers, as will 
enable the Commissioner to determine whether all income tax 
due on profits or gains of such customers has been paid. 

INFORMATION AT SOURCE MisceUa- 

Sec. 256. That all individuals, corporations, and partner- Jf*^^/ ^/^ 
ships, in whatever capacity acting, including lessees or mort- ^^ ^ 
gagors of real or personal property, fiduciaries, and employers, .^ 000 ver 
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making payment to another individual, corporation, or part- 
nership, of interest, rent, salaries, wages, premiums, annuities, 
compensations, remunerations, emoluments, or other fixed, oe 
determinable gains, profits, and income (other than pa^rments 
described in sections 254 and 255), of $1,000 or more in any 
taxable year, or. in the case of such pa3rment8 made by the 
United States, the officers or employees of the United states 
having information as to such payments and required to make 
returns in regard thereto by the regulations hereinafter pro- 
vided for, shall render a true and accurate return to the Com- 
missioner, under such regulations and in such form and man- 
ner and to such extent as may be prescribed by him with the 
approval of the Secretary, setting forth the amount of sudi 
gains^ profits, and income, and the name and address of the 
recipient of such pa3rment. 

Such returns may be required, regardless of amounts, (1) in 
the case of payments of interest upon bonds, mortgages, deeds 
of trust, or other similar obligations of corporations, and (2) 
in the case of collections of items (not payable in the United 
States) of interest upon the bonds of foreign coimtries and 
interest upon the bonds of and dividends from foreign corpo- 
rations by individuals, corporations, or partnerships, uncfer- 
taking as a matter of business or for profit the collection of 
foreign pavments of such interest or oividends by means of 
coupons, checks, or bills of exchange. 

When necessary to make effective the provisions of this 
section the name and address of the recipient of income shall 
be furnished upon demand of the individual, corporation, or 
partnership paying the income. 

The provisions of this section shall apply to the calendar 
year 1918 and each calendar year thereafter, but shall not 
apply to the pa3rment of interest on obligations of the United 
States. 
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RETURNS TO BE PUBLIC RECORDS 

Sec. 257. That returns upon which the tax has been deter- 
mined by the Commissioner shall constitute public records; 
but they shall be open to inspection only upon order of the 
President and under rules and regulations prescribed by the 
Secretary and approved by the President: Provided^ That the 
proper officers of any State imposing an income tax may, 
upon the request of the governor thereof, have access to the 
returns of anv corporation, or to an abstract thereof showing 
the name and income of the corporation, at such times and in 
such manner as the Secretary may prescribe: Provided fur- 
thcTf That all bona fide stockholders of record owning 1 per 
centumor moreof the outstanding stock of any corporation shall, 
upon making request of the Commissioner, l>e allowed to exam- 
ine the annual income returns of such corporation and of its sub- 
sidiaries. Any stockholder who pursuant to the provisions of 
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this section is allowed to examine the return of any corporation, 
and who makes known in any manner whatever not provided b;^ 
law the amount or source of income, profits, losses, expendi- 
tures, or any particular thereof, set forth or disclosed m any 
such return, shall be guilty of a misdemeanor and be pimished 
by a fine not exceeding $1,000, or by imprisonment not exceed- 
ing one year, or both. 

The Commissioner shall as soon as practicable in each year Lists of 
cause to be prepared and made available to public inspection Taxpayers 
in such manner as he may determine, in the office of the col- 
lector in each internal-revenue district and in such other places 
as he may determine, lists containing the names and the post- 
office addresses of aU individuals making income-tax returns 
in such district. 

PUBLICATION OF STATISTICS 

Sec. 258. That the Conmiissioner, with the approval of Annual 
the Secretary, shaU prepare and publish annually sti^tistics Publication 
reasonably available with respect to the operation of the in- 
come, war-profits and excess-profits tax laws, including classi- 
fications of taxpayers and of income, the amounts allowed as 
deductions, exemptions, and credits, and any other facts 
deemed pertinent and valuable. 

COLLECTION OF FOREIGN ITEMS 

Sec. 259. That all individuals, corporations, or partner- Collection 
ships undertaking as a matter of business or for profit tiie Agents must 
collections of foreign payments of interest or dividends by Obtain 
means of coupons, checks, or bills of exchange shall obtain a License 
license from the Commissioner and shall be subject to such 
regulations enabling the Government to obtain the informa- 
tion required under this title as the Commissioner, with the 
approval of the Secretarv, shall prescribe; [and whoever know- 
ingl)r imdertakes to collect such pa3rments without having 
obtained a license therefor, or without complying with such 
regulations, shaU be guilty of a misdemeanor and shall be 
fined not more than $5,000, or imprisoned for not more than 
one year, or both. 

CITIZENS OF UNITED STATES POSSESSIONS 

Sec. 260. That any individual who is a citizen of any Taxed on 
possession of the Unitea States (but not otherwise a citizen of Income from 
the United States) and who is not a resident of the United United 
States, shall be subject to taxation under this title only as to States 
income derived from sources within the United States, and in 
such case the tax shall be computed and paid in the same man- 
ner and subject to the same conditions as in the case of other 
persons who are taxable only as to income derived from such 
sources. 
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PORTO RICO AND PHILIPPINE ISLANDS 

Act of 1916 Sec. 261. That in Porto Rico and the Philippine Islands 
as Amended the income tax shall be levied, assessed. coUected, and paid in 
accordance with the provisions of the Revenue Act of 1916 as 
amended. 
Individuals Returns shall be made and taxes shall be paid under Title I 
of such Act in Porto Rico or the Philippine Islands, as the 
case may be, bjr (1) every individual who is a citizen or resi- 
dent of rorto Rico or the Philippine Islands or derives income 
Corporations from sources therein, and (2) every corporation created or 
organized in Porto Rico or the Phihppine Islands or deriving 
income from sources therein. An individual who is neither 
a citizen nor a resident of Porto Rico or the Philippine Islands 
but derives income from sources therein, shall be taxed in 
Porto Rico or the Philippine Islands as a nonresident alien 
individual, and a corporation created or organized outside 
Porto Rico or the Phihppine Islands and derivmg income from 
sources therein shall be taxed in Porto Rico or the Philippine 
Islands as a foreign corporation. For the purposes of sec- 
tion 216 and of paragraph (6) of subdivision (a) of section 
234 a tax imposed in Porto Rico or the Philippine Islands 
upon the net mcome of a corporation shall not be deemed to 
be a tax under this title. 
Power to The Porto Rican or Philippine Legislature shall have power 

Amend by due enactment to amend, alter, modify, or repeal the in- 

come tax laws in force in Porto Rico or the Philippme Iskmds, 
respectively, 
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Title m. 
War -Profits and Excess -Profits Tax 

Summary 

CORPORATIONS SUBJECT TO TAX 

Under the 1918 law, the war-profits and excess-profits 
tax is imposed only on the income of corporations and not 
on the income of individuals and partnerships. 

The law specifically exempts from tax the following: 

(a) Corporations exempt from income tax; 

(b) Personal service corporations. 

(c) Corporations whose net income is less than $3,000. (Sec, 
304.) 

Corporations Engaged in Gold Mining 

If a corporation is engaged in the mining of gold, the 
net income derived from the mining of gold shall be ex- 
empt from war-profits and excess-profits tax, but the tax 
on other net income shall be the same proportion of a tax 
computed on the entire net income, without the benefit 
of this provision, which the taxable net income bears to 
the total net income. (Sec, 304.) 

Returns 

Corporations subject to the war-profits and excess- 
profits tax shall make returns and pay taxes at the same 
time, in the same manner and subject to the same condi- 
tions as provided in the income tax law. (Sec, 335.) 

Corporations whose fiscal year begins in 1917 and ends 
in 1918 must file returns based on the Act of 1918 in order 
that the tax may be assessed in accordance with the provi- 
sions of Section 335. 
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BATES OF TAX AND BASIS OF ASSESSMENT 

Taxable Yeab 1918 

The war-profits and excess-profits tax for the year 1918 

shall be the sum of the following: 

First Bracket — ^30% of the net income in excess of the excess 

profits credit and not in excess of 20% of the invested 

capital; 
Second Bracket — 65% of the net income in excess of 20% of 

the invested capital; 
Third Bracket — ^Tne amount by which 80% of the net income 

in excess of the war profits credit exceeds the sum of Uie 

taxes imposed under the first and second brackets. (Sec, 

301.) 

lUtutratUm C 

ComptUation cf tax on corporation in existence during the 
pre-war period and having net income and inaeeted 

capital as follows: 

Prewar Taxable 

Period Year 

Net Income $100,000 $250,000 

Invested Capital 500,000 700,000 

Excess-Profits Credit — (Illustration 

G, page 89) $59,000 

War-Profits Credit— (Illustration E, 

page 87) ' 123,000 

Compvtation of Tax 

Tax 

First Bracket— 80% of ($140,000 

less $59,000) $81,000 $24,300 

Second Bracket— «5% of 110,000 71,500 



Total First and Second Brackets $95,8Q0 

Third Bracket— 80% of ($250,000 

less $123,000), $127,000 101,600 

Less Tax Under First and Second 

Brackets 95,800 



Difference 5,800 

Total Tax— First, Second and Third 

Brackets $101,600 
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As will be seen from the foregoing, the war -profits and 
excess-profits tax is either, (1) the sum of tax computed 
under the first and second brackets, or (2) 80% of the 
net income less the war-profits credit, whichever is higher. 

Taxable Yeab 1919 and Thxbibafteb 

The war-profits and excess-profits tax for the year 1919 

and thereafter shall be the sum of the following: 

First:Bracket — ^20% of the net income in excess of the excess- 
profits credit and not in excess of 20% of the invested 
capital; 

Second Bracket — 40% of the net income in excess of 20% of 
the invested capital. (Sec, 301. ) 

Income Derived from Government Contracts in 1919 
AND Thereafter 

For the taxable year 1919 and thereafter, every corpo- 
ration which derives net income in excess of $10,000 from 
any Grovemment contract or contracts made between 
April 6, 1917 and November 11, 1918, shall pay a tax 
equal to the swoa. of the following: 

(1) Such a portion of the tax computed at the rate specified 
for 1918 as the part of the net income attributable to 
such Government contract or contracts bears to the en- 
tire net income, and 

(2) Such a portion of the tax computed at the rate specified 
for 1919 and thereafter as the part of the net income not 
attributable to such Government contract or contracts 
bears to the entire net income. 

For the purpose of determining the portion of the net 
income attributable to such Government contracts the 
proper apportionment and allocation of deductions with 
respect to gross income which is derived from such Govern- 
ment contracts and from other sources, respectively, shall 
be determined under regulations prescribed by the Com- 
missioner. (Sec. 301.) 

FuiiL Deduction of Credit 

If the excess-profits credit is greater than 20% of the 
invested capital, the excess thereof shall be allowed 
under the second bracket. (Sec. 801.) 
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Limitation of Tax 

The tax above imposed for 1918 shall not exceed S0% 
of the net income in excess of $3,000 and not in excess of 
$20,000, plus 80% of the net income in excess of $20,000. 
For the year 1919 and thereafter, such tax shall not exceed 
the sum of 20% of the net income in excess of $3,000 and 
not in excess of $20,000, plus 40% of the net income in 
excess of $20,000. The provisions of this section shall not 
be construed to increase the tax computed under Section 
301. (Sec. 802.) 

Illustration D 

A corporation organized in 1911, which had no income 
during the prewar period, has an invested capital of $30,000 
and net income for the taxable year 1918 of $100,000. Com- 
puted at the rates prescribed in the law for 1918, the tax 
would be as follows: 

First Bracket— 30% of ($6,000 less $5,400), $600 $180 

Second Bracket— 65% of 94,000 61,100 



Total First and Second Brackets $61,280 

Tax at 80% on ($100,000 less $6,000) $94,000 75,200 



As the 80% tax is greater than the sum of the first and 
second brackets, $75,200 is the tax shown to be due. Under 
the limitation, however, placed on the tax in the foregoing 
paragraph, the Tnaximum amount which may be assessed 
is as follows: 

30% of ($20,000 less $3,000) $17,000 $5,100 

80% of 80,000 64,000 



Total War-Profits and Excess-Profits Tax $69,100 

Tax For Fiscal Year Beginning in 1917 

When a corporation makes its return on the basis of a 
fiscal year beginning in 1917 and ending in 1918, the tax 
paid for such year shall be the sum c * 

(1) the same ])roportion of a tax for the entire period computed 
on the basis of the 1917 law, which the portion of such period 
falling in the year 1917 bears to the entire period^ and 

(2) the same proportion of a tax for the entire penod, com- 
puted on the bfisis of the 1918 law, which the portion of 

r84] 



such period falling in the calendar jrear 1918 bears to the 
entire period. 

In the case of a partnership or a personal service cor- 
poration, the amount to be paid shall be only that in- 
cluded in clause (1) above. 

A corresponding rule applies to corporations making 
returns for a fiscal year b^;inning in 1918 and ending in 1919. 
iSec, 335.) 

Adjustment of Tax Under 1917 Law 

The 1918 law provides that excess-profits taxes hereto- 
fore or hereafter paid under the 1917 law for a fiscal year 
ending in 1918 shall be credited on the tax imposed as 
above provided under the 1918 law. If the amount paid 
is in excess of the tax imposed under the 1918 law, the 
balance shall be credited or refunded. (Sec. 335.) 

In the case of a partnership or personal service corporation, 
no excess-profits tax shall be paid under the 1917 law for 
any period beginning on or after January 1, 1918, and any 
such tax which has been paid shall be immediately refunded 
to the partnership or corporation. (Sec. 335.) 

Sale of Mines and Wells 

In the case of a bona fide sale of mines, oil or gas wells, or 
any interest therein, where the principal value was demon- 
strated by prospecting or exploration and discovery work 
done by the taxpayer, the amount of the war-profits and 
excess-profits tax attributable to such sale shall not exceed 
90 per centiun of the selling price of such pr(q)erty or 
interest. (Sec. 837.) 

MIXED INCOME 

If a corporation derives income both from business with 
invested capital and from business (the net income from 
which constitutes not less than 30% of the entire net 
income), which if transacted alone, would class it as a per- 
sonal service corporation, the tax upon the net income from 
the business with invested capital shall be computed separ- 
ately, allowing only the same proportionate part of the 
war-profits and excess-profits credits. The tax upon the 
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net income of the other business shall be the same per- 
centage thereof as the tax upon the income from the 
business with invested capital is of the income from such 
business with invested capital. {Sec, 303.) 

For example, if a corporation derives $30,000 per year 
from business with invested capital upon which the war- 
profits and excess-profits tax, separately computed, 
amounts to $1^,000, and in addition thereto, derives 
$50,000 income from business in which invested capital 
is not employed, the tax on such $50,000 will be at the 
rateof 40%, or the same percentage as $12,000 is of $30,000. 

The tax on income from the business without invested capi- 
tal shall be not less than 20 per centum of the net income 
from such business unless the tax computed under Section 
301 on the entire net income, is less than 20 per centum 
of such entire net income, in which case the tax shall be 
determined in the ordinary way without the benefit of 
this section. {Sec. 303.) 

PREWAR PERIOD 

"Prewar period" means the calendar years 1911, 1912 
and 1913, or if the corporation was not in existence during 
the whole of such period, then as many of such years dur- 
ing the whole of which the corporation was in existence. 
(Sec. 310.) 

CREDITS 

Wab-Profits Credit 

The war-profits credit is the sum of 

(1) the average net income of the prewar period reduced or 
increased, as the case may be, by 10% of the difference be- 
tween the average invested capital for the prewar period 
and the invested capital for the taxable year, and 

(2) $3,000. 

If the tax is computed for a period of less than twelve 
months, the amount of such credit shall be reduced to the 
same proportion thereof as the number of months in the 
period is of twelve months. {Sec, 311.) 
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lUusiration E 

Compulation of voar yrofiia credit of a corporation hamnff 
net income and invested capital aa follows: 

Prewar Period Taxable Year 
Net Income $100,000 $250,000 

Invested Capital 500,000 700,000 

Computation of Credit 

Net Income Taxable Year $250,000 

Less Credit 

Prewar Income $100,000 

10% of Increase in Capital 20,000 
Specific Exemption 3,000 



Total Credit 123,000 



Amount Taxeble at 80% $127,000 

COBFORATIONB HaVING No NbT iNCOliE DuRING THE PbE- 

WAR Period or Whose Credit as Determined 
Under Clause (1) "War Profits Credit" Page 80 
IS Less than 10% of the Invested Capital for the 
Taxable Year 
The credit in the case of such corporations is the sum 
of 

(1) 10% of the invested capital for the taxable year, and 

(2) $3,000. (5cc. 311.) 

Corporations Not in Existence During the Whole 
OF One Calendar Year During the Prewar 
Period 

The credit in the case of such corporations is the sum of 

(1) An amount equal to the same percentage of the invested 
capital of the taxpayer for the taxable year as the average 
percentage of net income to invested capital, for the pre- 
war period, of corporations engaged in the same general 
class of business, but not less than 10% of the invested 
capital of the taxpayer for the taxable year, and 

(2) $3,000. {Sec. 311.) 

The war-profits credit shall be 10% of the invested 
capital for the taxable year, instead of the amount com- 
puted under clause 1 above, in the case of a corporation 
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which was not in existence during the whole of at least 
one calendar year during the prewar period, if 

(1) a majority of its stock is directly or indirectly owned or 
controlled, at any time during the taxable year by a cor- 
poration which was in existence during the whole of at 
least one calendar year during the prewar period, or 

(2) 50% or more of its gross income consists of profits derived 
from Government contracts made between April 6, 1917 
and November 11, 1918. (Sec. 311.) 

Detehminatiox of Percentage 

The average percentage of corporations engaged in the 
same general class of business shall be determined by the 
Commissioner, but if not determined and published within 
thirty days prior to the time return is due, 10% of the in- 
vested capital shall be used as the basis of the credit. The 
tax ¥nll then be adjusted when the percentage is deter- 
mined. (Sec. 311.) 

IWustration F 

Compidaiion of war-profUs credit cf corporaHon not in 
exigtenceon ewhole calendar year cf prewar period, hamng 
net income and invested capital as follows: 

Net Income— Taxable Year $250,000 

Invested Capital— Taxable Year 700,000 

Percentage of Net Income of Repre- 
sentative Corporations for Prewar 
Period to Invested Capital of such 
Corporations for Prewar Period (as 
assumed to have been determined 
by Commissioner) 12% 

Computation of Credit 
Net Income $250,000 

Less Credit 

12% of $700,000 $84,000 

Specific Exemption 8,000 

Total Credit 87,000 

Amount Taxable at 80% $163,000 

Excess-Pbofits Credit 

The excess-profits credit is the siun of 

(1) 8% of the invested capital for the taxable jrear, and 

(2) $3,000. (Sec. 312.) 
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lUtutration G 

Computation of Excess-Profits Credit of Corporation having 
net income and invested capital as follows: 

Invested Capital— Taxable Year $700,000 
Computation of Credit, 

8% Invested Capital $50,000 

Specific Exemption 8,000 



Total Ciedit $59,000 

FOREION COBFOBAHONB 

f' Foreign corporations are not allowed the specific exemp- 
tion of $3,000 in connection with either war-profits or 
excess-profits credits. {Sec. 310 and 311.) 

ApPORTIONliENT OF SPEdFIC ExBMPTIOX 

If tax is computed for a period of less than twelve 
months, the specific exemption of $3,000 in the case of a 
domestic corporation, shall be reduced to a sum which is 
the same proportion of $3,000 as the number of months 
constituting such period is of twelve months. {Sec, 305.) 

NET INCOME 

The net income of a corporation shall be determined as 
follows: 

Fob the Yeabs 1911 and 1912 

Upon the same basis as under the Corporation Excise 
Tax Act of August 5, 1909, except that excise taxes im- 
posed by such law and paid within the year shall be added. 
{Sec. 320.) 

Fob the Yeab 1913 

Upon the same basis as under the Income Tax Act of 
October 3, 1913, except that the corporation excise tax 
imposed by the Act of August 5, 1909, paid within the 
year, shall be added and the amount of dividends of cor- 
porations, subject to income tax under the Income Tax 
Act of October 3, 1913, received by the corporation, shall 
be deducted. {Sec. 320.) 
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For the Taxable Year 

Upon the same basis as provided for income tax under 
the Act of 1918. 

Average Net Income of Prewar Period 

The average net income for the prewar period is the 
total income for the full calendar years of the prewar per- 
iod in which the corporation was in existence divided by 
the number of such years. 

For example: If a corporation was organized July 1, 
1911, and had net income for 1911, $5,000; for 1912, 
none; and for 1913, $12,000, the average net income would 
be the total net income for 1912 and 1913— $12,000, divided 
by two, or $6,000. The income for 1911 would not be 
considered because the corporation was in existence only 
part of the year, (5ec. 320.) 

INVESTED CAPITAL 

What Invested Capital Incx.udes 

The law expressly places the computation of invested 
capital upon the basis of the cash or other property put 
into the business, plus the earned surplus and undivided 
profits, exclusive of earnings for the current taxable year; 
and not upon that of a present valuation or appraisal of 
its assets. 

Invested capital, as used in the taxing act, includes: 

(1) Actual cash bona fide paid in for stock; 

(2) Actual cash value at the time of payment, of tangible 
property bona fide paid in for stock but not in excess of 
the par value of stock issued therefor, unless such cash 
value is substantially in excess of the par value, in which 
case such excess shall be treated as paid in surplus; 

(3) Paid in or earned surplus and undivided profits, exclusive 
of earnings during the taxable year; 

(4) Intangible property bona fide paid in for stock prior to 
March 3, 1917, not in excess of the lowest of the following 
three values: 

(a) Actual cash value of property when paid in, 

(b) Par value of stock issued therefor, or 

(c) In the aggregate, 26% of the par value of the stock of 
the corporation, outstanding on March 3, 1917; 
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(5) Intangible property bona fide paid in for stock on or after 
March 3. 1917, not in excess of the lowest of the following 
three values: 

(a) Actual cash value of the property when paid in, 

(b) Par value of stock issued therefor, or 

(c) In the aggregate, 25% of the par value of the stock 
of the corporation, outstanding at the beginning of 
the taxable year. (Sec, 326.) 

The total amoimt which may be included in invested capi- 
tal on accoimt of intangible property paid in for stock shall 
not exceed in the aggregate 25% of the par value of the stock 
or shares of the corporation outstanding at the beginning of 
the taxable year. 

lUtutration H 

Computation of invested capital — intangible property paid 

in for stock 

(Balance Sheet of Corporation December 31, 1917.) 

Plant $^0,000 Capital Stock $200,000 

Inventory 175,000 Surplus 100,000 

Bills Receivable 25,000 Bills Payable 200,000 

Cash 50,000 



$500,000 $500,000 

The invested capital as shown by the foregoing balance 
sheet is $300,000, the sum of the capital and surplus. 

It happens, however, that in January, 1915, $100,000 
cash was paid in for stock and in July, 1917, $100,000 
par value stock was issued for patents valued at $110,000. 

Under the law, if stock is issued for intangible property 
after March 3, 1917, the amount included in invested 
capital therefor shall not exceed the lowest of the following 
three values: 

(a) Actual cash value of the property when paid in, 

(b) Par value of stock issued therefor, or 

(c)j In the aggregate, 25% of the par value of the capital stock 
outstandmg at the beginning of the taxable year 

As 25% of the capital stock of $200,000, outstanding on 
January 1, 1918, the beginning of the taxable year of the 
corporation, is $50,000, the amount which may be included 
in invested capital on account of the issue of $100,000 
worth of stock for intangible property of the cash value 
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of $110,000, is limited to $50,000. The invested capiUl 
accordingly, must be reduced by the difference between 
$100,000, the par value of the stock issued, and $50,000. 
In the above case, therefore, the invested capital of 
$300,000 represented by $200,000 capital stock and 
$100,000 surplus, must be reduced by the amount of 
$50,000 on account of intangible property paid in for stock 
which leaves the invested capital of the corporation 
$250,000, provided no further adjustments are necessary. 

Stock Without Par VAiiUB 

The par value of stock or shares shall, in the case of 
stock or shares issued at a nominal value, or having no 
par value, be deemed to be the fair market value as of the 
date on which such stock or shares was issued. 

Average Invested Capital 

Invested capital means the average invested capital for 
the year. 

Illustration I 

The XYZ corporation, at the beginning of the year has 
an invested capital of $150,000. On September 16, this 
capital is increased to $200,000 and remains at this figiue 
until the end of the year. The average invested capital is 
determined as follows: 

$150,000 for 8 months $1,200,000 

♦175,000 for September 175,000 

200,000 for 3 months 600,000 



Total $1,975,000 

Average invested capital for year — ^total 

divided by 12 (months) $164,583.83 

♦Computation for September is as follows: 
$150,000x15 (days) $2,250,000 

200,000x15 (days) 3,000,000 



Total $5,250,000 

Average invested capital for September — 

total divided by 30 (days) $175,000 
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In the case of a corporation making a return for a frac- 
tional part of a year, the average invested capital shall be 
reduced to the same fractional part. 

The average invested capital for the prewar period shall 
be determined by dividing the siun of the average invested 
capital for as many full calendar years of the prewar period 
as the corporation was in existence by the number of such 
years. (Sec. 326.) 

DiaiNITIONB 

The terms "intangible property" and "tangible prop- 
erty" are defined in section S^ (page 101). 

BoKBOWED Capital 

Money or other property borrowed, whether represented 
by bonds, notes, open accounts or otherwise, shall not be 
included in invested capital. (Sees. 3^ and 326.) 

Deduction of Inadmissible Assets 

The invested capital of a corporation must be reduced 
by an amount equal to the percentage which the amount 
of inadmissible assets is of the total amount of admissible 
and inadmissible assets held during the taxable year. 
(Sec. 826.) 

Inadmissible assets include stocks, bonds and other obli- 
gations (other than obligations of the United States) the 
income from which is not included in net income. (Sec. 
825.) 

If income is derived from the sale of inadmissible assets 
or if all or part of the interest derived from such assets is in 
effect included in the net income because of the limitations 
on the deduction of interest under paragraph (2) of sub- 
division (a) of section 234, a corresponding part of the cap- 
ital shall not be considered inadmissible assets. (Sec. 325.) 
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Illustration J 

Computation of Invested Capital^ — Dedttction of Inadmissible 

Assets 
(Corporation Balance Sheet, December 81, 1917) 

Assets Liabilities 

Plant $250,000 Capital Stock 

Inventory 175,000 (paid in) $150,000 

Liberty Bonds 25,000 Surplus 25,000 

State of New York Undivided Profits 25,000 

Bonds 25,000 Notes payable 200,000 

Cash 25,000 Bills payable 100,000 



Total $500,000 $500,000 

In the case of the above corporation, the capital, sur- 
plus and undivided profits amount to $200,000 which 
represents the invested capital of the corporation as de- 
fined in the law. Included in the assets of the corporation, 
however, are state bonds of the cost value of $25,000 
which are inadmissible assets and constitute 5% of the 
total assets of the corporation. The invested capital of 
$200,000 will, therefore, have to be reduced 5%, leaving 
an invested capital of $190,000, which amount would 
be used in computing the tax. 

In the above example, it is assumed that no adjustments 
must be made on account of intangible property paid in 
for stock, and that no part of the State bonds may be 
included in invested capital because of profits from deal- 
ings in the same. 

ASSESSMENT IN EXCEPTIONAL CASES 

For relief in certain cases fully outlined in Section 327, 
(page 103), a special method of determining the tax is 
provided. In such cases, the tax is the amount which 
bears the same ratio to the net income of the taxpayer (in 
excess of the exemption of $3,000) for the taxable year, as 
the average tax of representative corporations, engaged in a 
like or similar trade or business, bears to their average net 
income (in excess of the exemption of $3,000) for such year. 
For this purpose, the Commissioner shall compare the 
taxpayer only with representative corporations whose in- 
vested capital can be satisfactorily determined and which 
are, as nearly as may be, similarly circumstanced with re- 
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spect to gross income, net income, and other relevant facts 
and circumstances. (Sec. 828.) 

In cases falling mider this provision, if the tax computed 
without the benefit of this section is less than 50% of the 
net income of the taxpayer, the installments in the first in- 
stance shall be computed on the basis of such tax. If the 
tax so computed is 50% or more of the net income, the in- 
stallments in the first instance shall be based on a tax equal 
to 50% of the net income. When the percentage is ascer- 
tained, adjustment shall h^ made in accordance with the 
correct amount of tax found to be due. (See. 828.) 

REORGANIZATION 

Afteb January 1, 1911 

In case of the reorganization, consolidation or change 
of ownership of a trade or business after January 1, 1911, 
the net income and invested capital of the predecessor for 
the prewar period shall be deemed to be the net income 
and invested capital for such period of the new organiza- 
tion now engaged in the business. If the predecessor was 
an individual or partnership, the net income for the prewar 
period shall be determined upon the same basis as provided 
for corporations under the 1918 act, a reasonable deduction 
being allowed for salaries to such individual or to the mem- 
bers of such partnership for personal services. 

In case of certain assets as provided in Section 330 (page 
104), such readjustments shaU be made as are necessary to 
place the computation of the invested capital for the pre- 
war period upon the same basis employed in determining 
invested capital for the taxable year. 

After March 3, 1917 

Where reorganization, consolidation or change of owner- 
ship of a trade or business, or change of ownership of prop- 
erty occurred after March 3, 1917, and 50 per centum or 
more of the interest or control therein remained in the same 
persons, the assets so transferred shall not be allowed a 
higher valuation in determining invested capital than under 
the previous ownership. If, however, the previous owner 
was not a corporation, the value of the assets transferred 
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shall be taken at the cost to the previous owner with proper 
allowance for depreciation, impairment, betterment, or 
development, but no addition shall be allowed for any 
items deducted by the previous owner as expense or other- 
wise since March 1, 1913, in computing his net income for 
purposes of taxation. (Sec, SSI,) 

Incorfobation Prior to July 1, 1919. 

In case of the incorporation before July 1, 1919 of a 
trade or byslness in which capital is a material income- 
producing factor and which was previously owned by a 
partnership or individual, .the income of such trade or 
business from January 1, 1918 to the date of incorporation 
may, at the option of the individual or partnership, be 
taxed as a corporation. In such event the net income and 
invested capital shall be computed as if the corporation 
had been in existence on and after January 1, 1918 and 
the undistributed profits or earnings of such trade or busi- 
ness shall not be subject to individual surtax, but the 
amounts distributed on and after January 1, 1918 shall be 
taxed as corporate dividends. This provision does not 
apply to a trade or business the net income of which, for 
the taxable year 1918, was less than S0% of its invested 
capital. 

Any taxpayer electing to be taxed as a corporation 
shall be subject to the Federal Capital Stock Tax, as if 
such taxpayer had been a corporation on and after Janu- 
ary 1, 1918 with a capital stock having no par value. 



Text of Law — Title III. 

PART I.— GENERAL DEFINITIONS 

Sec. 300. That when used in this title the terms ''taxable 
Definitions year," "fiscal year," ''personal service corporation," "puaid or 
accrued," and "dividends" shall have the same meaning as 
provided for the purposes of income tax in sections 200 and 
201. The first taxable year for the purposes of this title shall 
be the same as the first taxable year for the purposes of the 
income tax under Title II. 

PART n.— IMPOSITION OF TAX 

Sec. 301. (a) That in lieu of the tax imposed by Title 11 of 
the Revenue Act of 1917, but in addition to the other taxes 
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impoaed by this Act, there shall be levied, ooUeoted, and paid Bates of Tax 
for the taxable year. 1918 upon the net income of every oorpo- for 1918 
ration a tax equal to the sum of the following: 

FiBST Bbacket 

30 x>er centum of the amount of the net income in excess 
of the excess-profits credit (determined under section 312) 
and not in excess of 20 per centimi of the invested capital; 

Second Bracket 

65 per centum of the amount of the net income in exoesB 
of 20 per centum of the invested capital; 

Third Bracket 
The sum, if any, by which 80 per centum of the amount of 
the net income in excess of the war-profits credit (determined 
under section 311) exceeds the amount of the tax computed 
under the first and second brackets. 

(b) For the taxable year 1919 and each taxable year there- 
after there shall be levied, collected, and paid upon the net RaJtes of Tax 
income of every corporation (except corporations taxable un- for 1919 and 
der subdivision (c) of this section) a tax equal to the simi of the Thereafter 
following: 

First Bracket 

20 per centum of the amount of the net income in excess 
of the excess-profits credit (determined under section 312) and 
not in excess of 20 per centum of the invested capital; 

Second Bracket 

40 per centum of the amount of the net income in excess 
of 20 per centum of the invested capital. 

(c) For the taxable year 1919 and each taxable year there- 
after there shall be levied, collected, and paid upon the net 

income of every corporation which derives m such year a net Income from 
income of more than $10,000 from any Government contract Gooemmeni 
or contracts made between April 6, 1917, and November 11, Contracts 
1018, both dates inclusive, a tax equal to the sum of the fol- in 1919 
lowing: 

(1) Such a portion of a tax computed at the rate spec- 
ified in subdivision (a) as the part of the net income attribu- 
table to such Government contract or contracts bears to the '\ 
entire net income. In computing such tax the excess-profits 

credit and the war-profits credit applicable to the taxable ' 

year shall be used; 

(2) Such a portion of a tax computed at the rate specified 

In subdivision (b) as the part of the net income not attribu- < . 

table to such Government contract or contracts bears to the 

entire net income. ^ 

For the purpose of determining the part of the net income at- 
tributable to such Cjovemment contract or contracts, the proper 
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apportiomuent and allocation of the deductions with respect 
to gross income derived from such Government contract or 
contracts and from other sources, respectively, shaJl be deter- 
mine imder rules and regulations prescribed by the Com- 
missioner with the approval of the Secretary. 

(d) In any case where the full amount of the excess- 
profits credit is not allowed under the first bracket of sub- 
division (a) or (b), by reason of the fact that such credit is in 
excess of 20 per centum of the invested capital, the part not so 
allowed shall be deducted from the amount in the second 
bracket. 

(e) For the purposes of the Act approved March 21, 
1918, entitled "An Act to provide for the operation of trans- 
portation systems while under Federal control, for the just 
compensation of their owners and for other purposes," the 
tax unposed bv this title shall be treated as levied by an Act in 
amendment of Title II of the Revenue Act of 1917. 

Sec. 302. That the tax imposed by subdivision (a) of 
section 301 shall in no case be more than 30 per centum of 
the amount of the net income in excess of $3,000 and not in 
excess of $20,000, plus 80 per centum of the amount of the 
net income in excess of $20,000; the tax imposed by subdivision 
(b) of section 301 shall in no case be more than 20 per centum 
of the amount of the net income in excess of $3,000 and not in 
excess of $20,000, plus 40 per centum of the amount of the net 
income in excess of $20,000; and the above limitations shall 
apply to the taxes computed under subdivisions (a) and (b) of 
section 301, respectively, when used in subdivision (c) of that 
section. Nothing in this section shall be construed in such 
manner as to increase the tax imposed by section 301. 

Sec. 303. That if part of the net income of a corpora- 
tion is derived (1) from a trade or business (or a branch of a 
trade or business) in which the employment of capital is neces- 
sary, and (2) a part (constituting not less than 30 per centum 
of its total net income) is derived from a separate trade or 
business (or a distinctly separate branch of the trade or busi- 
ness) which if constituting the sole trade or business would 
bring it within the class of "personal service corporations," 
then (under regulations prescribed by the Commissioner with 
the approval of the Secretary) the tax upon the first part of 
such net income shall be separately computed (allowing in 
such computation only the same proportionate part of the 
credits authorized in sections 311 and 312), and the tax upon 
the second part shall be the same percentage thereof as the tax 
so computed upon the first part is of such first part: Provided, 
That the tax upon such second part shall in no case be less 
than 20 per centum thereof, unless the tax upon the entire 
net income, if computed without benefit of this section, would 
constitute less than 20 per centiun of such entire net income, 
in which event the tax shall be determined upon the entire 
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net income, without reference to this section, as other taxes 
are determined under this title. The total tax computed 
under this section shall be subject to the limitations provided 
in section 302. 

Sec. 304. (a) That the corporations enumerated in section Corporations 
231 shall, to the extent that they are exempt from income tax Exempt 
under Title II, be exempt from taxation imder this title. 

(b) Any corporation whose net income for the taxable Income 
year is less than $3,000 shall be exempt from taxation imder Less than 
this title. $3,000 

*(d) In the case of any corporation engaged in the mining 
of gold, the portion of the net mcome derived from the mining ^^ . 
of gold shall be exempt from the tax imposed by this title. Mxning 
and the tax on the remaining portion of the net income shall 
be the proportion of a tax computed without the benefit 
of this subdivision which such remaining portion of the net 
income bears to the ent.re net income. 

Sec. 305. That if a tax is computed under this title for a AppotfUm- 
period of less than twelve months, the specific exemption of merU of 
$3,000, wherever referred to in this title, shall be reduced to Exemption 
an amount which is the same proportion of $3,000 as the 
number of months in the period is of twelve months. 

PART III.— CREDITS 

Sec. 310. That as used in this title the term "prewar Prewar 
period" means the calendar years iCll, 1912, and 1913, or. Period 
if a corporation was not in existence during the whole of 
such period, then as many of such years during the whole of 
which the corporation was in existence. 

Sec. 311. (a) That the war-profits credit shall consist War-Profits 
of the sum of: Credit 

(1) A specific exemption of $3,000; and 

(2) An amount equal to the average net income of the 
corporation for the prewar period, plus or minus, as the case 
may be, 10 per centum of the difference between the average 
invested capital for the prewar period and the invested capital 
for the taxable year. If the tax is computed for a period of 
less than twelve months such amoimt shall be reduced to the 
game proportion thereof as the number of months in the 
period is of twelve months. 

(b) If the corporation had no net income for the prewar Corporation 
period, or if the amoimt computed under paragraph (2) of y^ 
subdivision (a) is less than 10 per centum of its invested cap- no Prewar 
ital for the taxable year, then the war-profits credit shall be Income 
the sum of: 

(1) A specific exemption of $3,000; and 

(2) An amoimt equal to 10 per centum of the invested 
capital for the taxable year. 

*Tbe letter (d) appears in the bill as printed. There is no paragraph (c) 
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(c) If the corporation was not in existence during the 
whole of at least one calendar year during the prewar period, 
ijien^ except as provided in subdivision (d), the War-profits 
credit shall be the sum of: 

(1) A specific exemption of $3,000; and 

(2) An amount equal to the same percentage of the 
invested capital of the taxpayer for the taxable year as the 
average percentage of net income to invested capital, for the 
prewar period, of corporations engaged in a trade or business 
of the same general class as that conducted by the taxpayer; 
but such amoimt shall in no case be less than 10 per centum of 
the invested capital ot the ta^ayer for the taxable year. Such 
average percentage shall be aetermined by the Commissioner 
on the basis of data contained in returns made imder Title II 
of the Revenue Act of 1917, and the average known as the 
median ehsU. be used. If such average percentage has not 
been determined and published at least 30 days prior to the 
time when the return of the taxpayer is due, then for purposes 
of such return 10 per centum shall be used in lieu thereof; but 
such average percentage when determined shall be used for the 
purposes of section 250 in determining the correct amount of 
uie tax. 

(d) The war-profits credit shall be determined in the 
manner provided in subdivision (b) instead of in the manner 
provided in subdivision (c), in the case of any corporation 
which was not in existence during the whole of at least 
one calendar year during the prewar period, if (1) a majority 
of its stock at any time during the taxable year is owned or 
controlled, directly or indirectly, by a corporation which was 
in existence during the whole of at least one calendar year 
during the prewar period, or if (2) 50 per centum or more of 
its gross income (as computed under section 233 for income 
tax purposes) consists of gains, profits, commissions, or other 
income, derived from a Government contract or contracts 
made between April 6, 1917, and November 11, 1918, both 
dates inclusive 

(e) A foreign corporation shall not be entitled to a spe- 
cific exemption of $3,000. 

Sec. 312. That the exoessHprofits credit shall consist 
of a specific exemption of $3,000 plus an amount equal to 8 
per centum of the mvested capital for the taxable year. 

A foreign corporation shall not be entitled to the specific 
exemption of $3,000. 



For the 
Years 1911 
and laiB 



PART IV.— NET INCOME 

Sec. 320. (a) That for the purpose of this title the net 
income of a corporation shall be ascertained and returned — 

(1) For the calendar years 1911 and 1912 upon the san^ 
basis and in the same manner as provided in section 38 o! 
the Act entitled ''An Act to provide revenue, equalise duties, 
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and encourage the industries of the United States, and for 
other purposes," approved Augujst 5, 1909, except that taxes 
imposed by such section and paid by the corporation withm 
the 3rear shall be included; 

(2) For the calendar year 1913 upon the same basis and For the 
in the same manner as provided in Section II of the Act en- Yeoar 1913 
titled "An Act to reduce tariff duties and to provide revenue 

for the Government, and for other purposes," approved 
October 3, 1913, except that taxes imposed by section 38 of 
such Act of August 5, 1909, and paid by tne corporation 
within the y^ shall be included, ana except that the amounts 
received by it as dividends upon the stock or from the net 
earnings of other corporations subject to the tax imposed by 
Section II of such Act of Octobw 3, 1913, shall be deducted; 
and 

(3) For the taxable year upon the same basis and in the F&r the 
same manner as provided for income tax purposes in Title II TaxMe 
of this Act. Year 

(b) The average net income for the prewar period shall 
be determined by dividing the number of years within that Average 
p^od during the whole of which the corporation was in Net Income 
existence into the sum of the net income for such years, 
even though there may have been no net income for one or 
more of such years. 

PART v.— INVESTED CAPITAL 



Sec. 325. (a) That as used in this title 

The term "intangible property" means patents, copy- InUmgiblle 
rights, secret processes and formulse, good will, trade-manos, Properti/ 
trade-brands, franchises, and other like property; 

The term '^ tangible property" means stocks, bonds, Tangvtde 
notes, and other evidences of mdebtedness, bills and ac- Property 
counts receivable, leaseholds, and other property other than 
intangible property; 

The term ''borrowed capital" means money or other Borrowed 
property borrowed, whether represented by bonds, notes, CapUcU 
open accoimts, or otherwise; 

The term ''inadmissible assets" means stocks, bonds. Inadmis- 
and other obligations (other than obligations of the United Mle 
States), the dividends or interest from which is not included Assets 
in computing net income, but where the income derived 
from such assets consists in part of gain or profit derived from 
the sale or other disposition thereof, or where all or part of 
the interest derived from such assets is in effect included in 
the net income because of the limitation on the deduction of 
interest under paragraph (2) of subdivision (a) of section 234, 
a corresponding part of the capital invested in such assets 
shall not be deemed to be inadmissible assets; 

The term "admissible assets" means all assets other Admissible 
than inadmiflsible assets, valued in accordance with the provi- Assets 
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sions of subdivision (a) of section 326, section 330, and section 
331. 

(b) For the purposes of this title, the par vahie of stock 
or shares shall, in the case of stock or shares issued at a 
nominal value or having no par value, be deemed to be the 
fair market value as of the date or dat^ of issue of such stock 
or shares. 

Sec. 326. (a) That as used in this title the term "in- 
vested capital" for any year means (except as provided in sub- 
divisions (b) and (c) of this section) : 

(1) Actual cash bona fide paid in for stock or shares; 

(2) Actual cash value of tangible property, other than 
cadi, bona fide paid in for stock or shares, at the time of such 
payment, but in no case to exceed the par value of the orig- 
mal stock or shares specifically issued therefor, unless the 
actual cash value of such tangible property at the time 
paid in is shown to the satisfaction of the Commissioner 
to have been clearly and substantially in excess of such par 
value, in which case such excess shall be treated as paid-in 
surplus: Provided j That the Commissioner shall keep a record 
of aU cases in which tangible property is included in invested 
capital at a value in excess of the stock or shares issued there- 
for, containing the name and address of each taxpayer, the 
business in which engaged, the amoimt of invested capital and 
net income shown by the return, the value of the tangible 
property at the time paid in, the par value of the stock or shares 
specifically issued therefor, and tne amount included imder this 
paragraph as paid-in surplus. The Commissioner shall furn- 
ish a copy of such record and other detailed information with 
respect to such cases when required by resolution of either 
House of Congress, without regard to the restrictions con- 
tained in section 257; 

(3) Paid-in or earned surplus and undivided profits; 
not including surplus and undivided profits earned durmg the 
year; 

(4) Intangible property bona fide paid in for stock or 
shares prior to March 3, 1917, in an amoimt not exceeding 

(a) the actual cash value of such property at the time paid in, 

(b) the par value of the stock or shares issued therefor, or (c) in 
the aggregate 25 per centum of the par value of the tetal 
stock or shares of the corporation outstanding on March 3, 
1917, whichever is lowest; 

(5) Intangible property bona fide paid in for stock or 
shares on or ^ter March 3, 1917, in an amount not exceeding 

(a) the actual cash value of such property at the time paid in, 

(b) the par value of the stock or snares issued therefor, or 

(c) in the aggregate 25 per centum of the par value of the total 
stock or shares of the corporation outstanding at the beginning 
of the taxable year, whichever is lowest: Provided, That in 
no case shall the total amoimt included under paragraphs (4) 
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and (5) exceed in the aggregate 25 per centum of the par value 
of the total stock or shares of the corporation outstanding at 
the beginning of the taxable year; but 

(b) As used in this title the term ''invested capital'' does Barroioed 
not include borrowed capital. CapUal 

(c) There shall be deducted from invested capital as above 

defined a percentage thereof equal to the percentage which the Dedv/Aum of 
amount of inadmissible assets is of the amount of admissible Inadmissible 
and inadmissible assets held during the taxable year. Assets 

(d) The invested capital for any period shall be the average 
invested capital for such period, but m the case of a corporation 
making a return for a fractional part of a year, it shall (except Average 
for the purpose of paragraph (2) of subdivision (a) of section Invested 
311) be the same fractional part of such average invested cap- Capital 
ital. 

The average invested capital for the prewar period shall be 
determined by dividing the nmnber of years witnin that period 
during the whole of which the corporation was in existence into 
the sum of the average invested capital for such years. 

Sec. 327. That in the following cases the tax shall be de- 
termined as provided in section 328: 

(a) Where the Commissioner is unable to determine the Special 
invested capital as provided in section 326; Cases 

(b) In the case of a foreign corporation; 

(c) Where a mixed aggregate of tangible property and 
intangible property has been paid in for stock or for stock 
and bonds and the Commissioner is unable satisfactorily 
to determine the respective values of the several classes of 
property at the time of payment, or to distinguish the classes 
of property paid in for stock and for bonds, respectively; 

(d) Where upon application by the corporation the Com- 
missioner finds and so aeclares of record that the tax if deter- 
mined without benefit of this section would, owing to abnor- 
mal conditions affecting the capital or income of the corpora- 
tion, work upon the corporation an exceptional hardship 
evidenced by gross disproportion between the tax computed 
without benefit of this section and the tax computed by refer- 
ence to the representative corporations specified in section 328. 
This subdivision shall not apply to any case (1) in which the 
tax (computed without benefit of this section) is high merely 
because the corporation earned within the taxable year a high 
rate of profits upon a normal invested capital nor (2) in which 
50 per centum or more of the gross income of the corporation 
for the taxable year (computed under section 233 of Title II) 
consists of gains, profits, commissions, or other income, derived 
on a cost-plus basis from a Government contract or contracts 
made between April 6, 1917, and November 11, 1918, both 
dates incluiBive. 

Sec. 328. (a) In the cases specified in section 327 the tax 
shall be the amount which bears the same ratio to the net 
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income of the taxpayer (in excess of the specific exemption of 
$3,000) for the taxable year, as the average tax of representa^ 
tive corporations engaged in a like or similar trade or ousinessy 
bears to their average net income (in excess of the specific 
exemption of $3,000) for such year. In the case of a foreign 
corporation the tax shall be computed without deducting the 
specific exemption of $3,000 either for the taxpayer or the 
representative corporations. 

In computing the tax imder this section the Commissioner 
shall compare tiie taxpayer only with representative corpora- 
tions whose invested capital can be satisfactorily detennined 
under section 326 and which are, as nearly as ma^ be, similarly 
circimistanced with respect to gross income, net mcome, profits 
per unit of business transacted and capital employed, the 
amount and rate of war profits or excess profits, and all other 
relevant facts and circmnstances. 

(b) For the purposes of subdivision (a) the ratios between 
the average tax ana the average net income of representative 
corporations shall be determmed b^ the Conimissioner in 
accordance with regulations prescribed by him with the 
approval of the Secretary. 

In cases in which the tax is to be computed under this sec- 
tion, if the tax as computed without the benefit of this section 
is less than 50 per centum of the net income of the taxpayer, 
the installments shall in the first instance be computea upon 
the basis of such tax; but if the tax so computea is 50 per 
centum or more of the net income, the installments shall in the 
first instance be computed upon the basis of a tax equal to 50 
per centum of the net income. In any case, the actual ratio 
when ascertained shall be used in determining the correct 
amount of the tax. If the correct amoimt of the tax when 
determined exceeds 50 per centum of the net income, any ex- 
cess of the correct installments over the amounts actually paid 
shall on notice and demand be paid together with interest at 
the rate of 3^ of 1 per centum per month on such excess from 
the time the installment was due. 

(c) The Commissioner shall keep a record of all cases in 
which the tax is determined in the manner prescribed in sub- 
division (a), containing the name and address of each taxpa]^. 
the business in which engaged, the amoimt of invested capital 
and net income shown by tne return, and the amount of 
invested capital as determmed under such subdivision. The 
Commissioner shall furnish a copy of such record and other de- 
tailed information with respect to such cases when required by 
resolution of either House of Congress, without regard to the 
restrictions contained in section 257. 



PART VI.— REORGANIZATIONS 

Sbc. 330. That in the case of the reorganization, oon- 
solidation, or change of ownership after January 1, 1911, of 
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a trade or business now carried on by a corporation, the cor- 
poration shall for the purposes of this title be deemed to 
nave been in existence prior to that date, and the net income 
and invested capital of such predecessor trade or business for Business 
all or any part of the prewar period prior to the orsani- of Predeces- 
zation of the corporation now carrying on such trade or busi- sor 
ness shall be deemed to have been tne net income and invested 
capital of such corporation. If such predecessor trade or busi- 
ness was carried on by a partnership or individual the net in- Net Income 
oome for the prewar period shall, imder regulations prescribed of Prede- 
by the Conmiissioner with the approval of the Secretary, be ceasor 
ascertained and returned as nearly as mav be upon the same 
basis and in the same manner as provided for corporations in 
Title U, including a reasonable deduction for salary or 
compensation to each partner or the individual for personal 
services actually rendered. 

In the case of the organization as a corporation before July Incorporty- 
1, 1919, of any trade or business in which capital is a material tion Prior to 
income-producing factor and which was previously owned by July 1, 1919 
a partnership or individual, the net income of such trade or 
business from January 1, 1918, to the date of such reorganiza- 
tion may at liie option of the individual or partnership be 
taxed as the net income of a corporation is taxed imder Titles 
II and III; in which event the net income and invested capital 
of such trade or business shall be computed as if such corpora- 
tion had been in existence on and after January 1, 1918, and 
the imdistributed profits or earning of such trade or business 
shall not be subject to the surtax imposed in section 211, but 
amounts distributed on or after January 1, 1918, from the 
earnings of such trade or business shall be taxed to the recipi- 
ents as dividends, and aU the provisions of Titles II and ill 
relating to corporations shall, so far as practicable, apply to 
such trade or business: Provided, That this paragraph shall 
not applv to any trade or business the net income of wnich for 
the taxable year 1918 wds less than 20 per centum of its in- 
vested capital for sudi year: Provided further. That anv tax- 
payer who takes advantage of this paragraph snaU pav the tax 
imposed by section 1000 of this act and by the first subdivision 
of section 407 of the Revenue Act of 1916, as if such taxpaver 
had been a corporation on and after January 1, 1918, witn a , 

capital stock having no par value. 

If any asset of the trade or business in existence both 
during tiie taxable year and any prewar year is included in 
the invested capital for the taxable year but is not included 
in the invested capital for such prewar year, or is valued on 
a different basis m computing the invested capital for the Adjustment 
taxable year and such prewar year, respectively, then imder of Invested 
rules and regulations to be prescrioed oy the Commissioner Capital 
with the approval of the Secretary such readjustments shall 
be made as are necessary to place the computation of the in- 
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vested capital for such prewar year on the basis employed 
in determining the invested capital for the taxable year. 

Sec. 331. In the case of the reorganization, consolidation, 
or change of ownership of a trade or business, or change of own- 
nership of property, after March 3, 1917, if an interest or control 
in such trade or business or property of 60 per centum or more 
remains in the same persons, or any of them, then no asset 
transferred or received from the previous owner shall, for the 
purpose of determining invested capital, be allowed a greater 
value than would have been allowed imder this title in com- 
puting the invested capital of such previous owner if such 
asset had not been so transferred or received: Provided, That 
if such previous owner was not a corporation, then the vaJue 
of any asset so transferred or received shall be taken at its 
cost of acquisition (at the date when acquired by such pre- 
vious owner) with proper allowance for depreciation, impair- 
ment, betterment or development, but no addition to the 
original cost shall be made for any charge or expenditure de- 
ducted as e^ense or otherwise on or after March 1, 1913, in 
computing the net income of such previous owner for pur- 
poses of taxation. 

PART VII.— MISCELLANEOUS 

Sec. 335. (a) That if a corporation (other than a personal 
service corporation) makes return for a fiscal year beginning 
in 1917 and ending in 1918, the tax for the first taxame year 
imder this title shall be the sum of: 

(1) The same proportion of a tax for the entire period 
computed imder Title II of the Revenue Act of 1917 which 
the portion of such period falling within the calendar year 
1917 is of the entire period, and (2) the same proportion of a 
tax for the entire period coniputed under this title at the rate 
specified in subdivision (a) of section 301 which the portion of 
such period falling within the calendar year 1918 is of the entire 
period. 

Any amount heretofore or hereafter paid on account of 
the tax imposed for such fiscal year bv Title II of the Revenue 
Act of 1917 shall be credited towarcf the payment of the tax 
imposed for such fiscal year by this title, and if the amount 
so paid exceeds the amount of the tax imposed by this title, 
the excess shall be credited or refunded to the corporation in 
accordance with the provisions of section 252. 

(b) If a corporation makes return for a fiscal year be- 
ginning in 1918 and ending in 1919, the tax for such fiscal 
year under this title shall be the sum of: (1) the same pro- 
portion of a tax for the entire period computed under suboivi- 
sion (a) of section 301 which tne portion of such period falling 
within the calendar year 1918 is of the entire period, and (2) 
the same proportion of a tax for the entire period computed 
under subdivision (b) or (c) of section 301 which the portion 
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of such period falling within the calendar year 1919 is of the 
entire period. 

(c) K a partnership or a personal service corporation Partnership 
makes return for a fiscal year beginning in 1917 and ending in and Personal 
1918, it diall pay the same proportion of a tax for the entire Service 
period computed imder Title II of the Revenue Act of 1917 Corporatwn 
which the portion of such period falling within the calendar 
year 1917 is of the entire period. 

Any tax paid by a partnership or personal service corpora- 
tion for any period beginning on or after January 1, 1918, 
ishall be immediately refunded to the partnership or corpora- 
tion as a tax erroneously or illegally collected. 

Sec. 336. That every corporation, not exempt under 
section 304, shall make a return for the purposes of this title. 
Such returns shall be made, and the taxes imposed by this Returns 
title shall be paid, at the same times and places, in the same 
manner, and subject to the same conditions, as is provided 
in the case of returns and payment of income tax by cor- 
porations for the purposes of Title II, and all the provisions of 
that title, not inapplicable, induding penalties, are hereby 
made appHcable to tne taxes imposed by this title. 

Sec. 337. That in the case of a bona fide sale of mines. SaU of 
oil or gas wells, or any interest therein, where the principal Mmea^ OU 
value of the property has been demonstrated by prospectmg and Gas 
or exploration and discovery work done by the taxpayer, the Wells 
portion of the tax imposed by this title attributable to such 
sale shall not exceed 20 per centum of the selling price of such 
property or interest. 
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Tide IV —Estate Tax 

Summary 

The tax is in lieu of the tax imposed by the Revenue Acts 
of 1916 and 1917 and is upon the transfer of the net 
estate of every decedent dying after the passage of the 
law, whether a resident or nonresident of the United States. 
The following schedule shows the rates effective : {Sec, 401). 







Tax on Sepa- 


Tax on Total 






rateAmounts 


of Amounts 






in First 


in First 


Net Estate 


Rate cf Tax 


Column 


Column 


First $50,000* 


Exempt 






Next 50,000 


1% 


$500 


$500 


100,000 


2% 


2,000 


.2,500 


100,000 


8% 


8,000 


5,500 


£00,000 


4% 


8,000 


18,500 


300,000 


6% 


18,000 


81,500 


:250,000 


8% 


20,000 


51,500 


500,000 


10% 


50,000 


101,500 


600,000 


12% 


60,000 


161,500 


1,000,000 


14% 


140,000 


801,500 


1,000,000 


16% 


160,000 


461,500 


1,000,000 


18% 


180,000 


641,500 


3,000,000 


20% 


600,000 


1,241,500 


2,000,000 


22% 


440,000 


1,681,500 


In excess of 








10,000,000 


25% 







*Not allowed estates of nonresidents. 

Tbanbfebb Not Taxable 

The tax imposed by the 1918 law, or by Title 11 of the 
Revenue Act of 1916 as amended by the Act of March 8, 
1917, or by the Revenue Act of 1917, shall not apply to 
the transfer of the net estate of a decedent who has died 
or may die while serving in the military or naval forces 
of the United States in the present war or from injuries 
received or disease contracted while in such service. Any 
tax so collected shall be refunded. {Sec. 401.) 
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Net Estate 

The net estate, in the case of residents, shall be determined 
by deducting from the gross estate the items allowed under 
Section 403-a (page 113) ; in the case of nonresidents, by de- 
ducting from that part of the gross estate which at the time 
of the decedent's death is situated in the United States, 
such items as are allowed under Section 403-b (page 114), 
the deduction being limited to 10 per centinn of the value 
of that part of the gross estate which, at the decedent's 
death, is situated in the United States. The following 
property is deemed to be situated within the United States: 

(1) Stock in a domestic corporation owned and held by a non- 
resident decedent; 

(2) Amoimts receivable as insurance upon the life of a non- 
resident decedent where the insurer is a domestic corpora- 
tion; 

(3) Property which the decedent has transferred or with re- 
spect to which he has created a trust within the meaning 
of section 402-c, if so situated at the time of the transfer 
or the creation of the trust, or at the decedent's death. 

The deductions, in the case of nonresidents, are allowed 
only if the executor includes in his return the value at the 
decedent's death of that part of the gross estate not situ- 
ated in the United States. (Sec. 403-b.) 

Gboss Estate 

The gross estate shall be determined by including the 
value at the time of the decedent's death of all property, 
wherever situated, to the extent provided in Section 402 
(page 112). 

NoncE AND Retubn by Executob 

Within 60 days after qualifying, or after coming into 
possession of any property of a decedent, whichever first 
occurs, the executor* shall notify the collector* and make a 
return, under prescribed regulations, in all cases where the 

*Note: "Executor" means the executor or adminifltrator of the dece- 
dent, or if none, any person who takes possession of the decedent's property. 
"Collector" means the collector of the district in which was the domicile 
of the decedent at the time of his death, or if there was no domicile in the 
United States, then the collector of the district in which is situated the part 
of the decedent's gross estate in the United States, or if situated in more than 
one district, the collector of any district designated by the Commissioner. 
(Sec. 400.) 
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gross estate at the decedent's death exceeds $50,000, and 
in the case of the estate of every nonresident, any part of 
whose gross estate is situated in the United States. (Sec. 
404.) 

Payment 

The tax shall be due one year after the decedent's death, 
but if 'Payment at such time imposes undue hardship upon 
the estate, an extension of time may be granted for a period 
not exceeding three years. If not paid within one year and 
180 days after the decedent's death, interest at the rate of 
6% per annum from the expiration of one year after his 
death shall be added to the tax. (Sec, 406.) 

The executor shall pay the tax to the collector in accord- 
ance with the provisions of Section 407 (page 116). If not 
paid within 180 days after it is due, the collector, unless 
there is reasonable cause for further delay, shall collect the 
tax in accordance with the provisions of the law. (Sec, 
408.) Unless sooner paid in full, the tax shall be a lien 
for ten years upon the decedent's gross estate, except as 
otherwise provided in Section 409. 

So far as practicable and unless otherwise directed by 
the will of the decedent the tax shall be paid out of the 
estate before its distribution. (Sec, 408.) 

Transfers in CoNTEiiCPLATioN of Death and Insurance 

If the decedent makes a transfer of, or creates a trust 
with respect to any property in contemplation of or in- 
tended to take effect in possession or enjoyment at or after 
his death, (except in the case of a bona fide sale), or if insur- 
ance passes to a specific beneficiary under a contract executed 
by the decedent, the transferee, trustee, or beneficiary shall 
be personally liable for the tax, if not paid when due, and the 
decedent's interest in such property at the time of transfer, 
or the beneficiary's interest under such contract of insur- 
ance, shall be subject to a lien equal to the amount of tax. 
If sold to bona fide purchaser, the property shall be divested 
of such lien and a like lien attach to all the property of the 
transferee or trustee, except that sold to a bona fide pur- 
chaser. (Sec, 409.) 
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Penalties 

A person who knowingly makes a false statement in any 
notice or return, shall be liable to a penalty of not exceeding 
$5,000 or imprisonment for not exceeding one year, or both. 
A person who fails to file the required returns, or having in 
his possession or control, records,files, or papers supposed to 
contain information concerning the decedent's estate, or 
having possession or control of property comprised in the 
gross estate, who, upon request, fails to exhibit the same to 
the Commissioner, or other authorized officer desiring to 
examine the same in the performance of his official duties, 
shall be liable to a penalty not exceeding $500. {Sec, 410) 



Text of Law — Title IV. 



Sec. 400. That when used in this title 

The term "executor" means the executor or administrator Executor 
of the decedent, or, if there is no executor or administrator, 
any person who takes possession of any property of the 
decedent; and 

The term "collector" means the collector of internal rev- CoUedor 
enue of the district in which was the domicile of the decedent 
at the time of his death, or, if there was no such domicile in 
the United States, then the collector of the district in which 
is situated the part of the gross estate of the decedent in the 
United States, or, if such part of the gross estate is situated in 
more than one district, then the collector of internal revenue 
of such district as may be designated by the Commissioner. 

Sec. 401. That (in lieu of the tax imposed by Title II 
of the Revenue Act of 1916, as amended, and in ueu of the 
tax imposed by Title IX of the Revenue Act of 1917) a tax 
equal to the sum of the following percentages of the value of 
the net estate (determined as provided in section 403) is 
hereby imposed upon the transfer of the net estate of every 
decedent ayin^ after the passage of this Act, whether a resi- 
dent or nonresident of the United States: 

1 per centum of the amoimt of the net estate not in ex- Rates of 
cess of $50,000; Tax 

2 per centum of the amount by which the net estate exceeds 
$50,000 and does not exceed $150,000; 

3 per centum of the amount by which the net estate exceeds 
$150,000 and does not exceed $250,000; 

4 per centum of the amoimt by which the net estate ex- 
ceeds $250,000 and does not exceed $450,000; 

6 per centum of the amount by which the net estate 
exceeds $450,000 and does not exceed $750,000; 
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8 per centum of the amount by which the net estate 
exceeds $750,000 and does not exceed $1,000,000; 

10 per centum of the amoimt by which tne net estate ex- 
ceeds $1,000,000 and does not exceed $1,500,000; 

12 per centum of the amount by which the net estate 
exceeds $1,500,000 and does not exceed $2,000,000; 

14 per centum of the amount by which the net estate ex- 
ceeds $2,000,000 and does not exceed $3,000,000; 

16 per centum of the amount bv which the net estate ex- 
ceeds $3,000,000 and does not exceed $4,000,000; 

18 per centum of the amount by which the net estate ex- 
ceeds $4,000,000 and does not exceed $5,000,000; 

20 per centum of the amount by which the net estate ex- 
ceeds $5,000,000 and does not exceed $8,000,000; 

22 per centum of the amount by which the net estate ex- 
ceeds $8,000,000 and does not exceed $10,000,000; and 

25 per centum of the amount by which the net estate ex- 
ceeds $10,000,000. 

The taxes imposed by this title or by Title II of the Revenue 
Act of 1916 (as amended by the Act entitled "An Act to pro- 
vide increased revenue to defray the expenses of the increased 
appropriations for the Aimy and Navy and the extensions of 
fortifications, and for other purposes," approved March 3, 
1917) or by Title IX of the Revenue Act of 1917, shall not ap- 
ply to the transfer of the net estate of any decedent who has 
died or may die while serving in the miUtary or naval forces 
of the United States in the present war or from injuries re- 
ceived or disease contracted while in such service, and any such 
tax collected upon such tnuisfer shall be refunded to the exec- 
utor. 

Sec. 402. That the value of the gross estate of the de- 
cedent shall be determined by including the value at the 
time of his death of all property, real or personal, tangible 
or intangible, wherever situated — 

(a) To the extent of the interest therein of the decedent 
at the time of his death which after his death is subject to 
the payment of the charges against his estate and the ejq)enses 
of its administration and is subject to distribution as part 
of his estate ; 

(b) To the extent of any interest therein of the siurviving 
spouse, existing at the time of the decedent's death as dower, 
cc^urtesy, or by virtue of a statute creating an estate in lieu oi 
dower or courtesy; 

(c) To the extent of any interest therein of which the 
decedent has at any time made a transfer, or with respect 
to which he has at any time created a trust, in contemplation 
of or intended to take effect in possession or enjo}rment at or 
after his death (whether such transfer or trust is made or 
created before or after the passage of this Act), except in 
case of a bona fide sale for a fair consideration in money or 
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mone3r'8 worth. Any transfer of a material part of his prop- 
erty in the nature of a final disposition or distribution thereof, 
made by the decedent within two vears prior to his death 
without sudi a consideration, shall, unless shown to the 
contrary, be deemed to have been made in contemplation of 
death within the meaning of this title; 

(d) To the extent of the interest therein held jointly or Interest of 
as tenants in the entirety by the decedent and any^ other Joint 
person, or deposited in banks or other institutions m their Tenants or of 
joint names and payable to either or the survivor, except such Tenants in 
part thereof as may be shown to have originally belonged to the Entirety 
such other person and never to have belonged to the decedent; 

(e) To the extent of any property passing under a general Property 
power of appointment exercised by the decedent (1) by will, Passing 
or (2) by aeed executed in contemplation of, or intended to under Gen^ 
take effect in possession or enjoyment at or after, his death, eral Power 
except in case of a bona fide sale for a fair consideration in 

money or money's worth; and 

(f) To the extent of the amount receivable by the exec- Insurance 
utor as insurance under policies taken out by the decedent Receivable 
upon his own life; and to the extent of the excess over 140,000 

CI the amount receivable by all other beneficiaries as insurance 
under policies taken out by the decedent upon his own life. 

Sec. 403. That for the purpose of the tax the value of the Net EMte — 
net estate shall be determined — How Deter- 

(a) In the case of a resident, by deducting from the value mined in 
of the gross estate — Case of 

(1) Such amounts for funeral expenses, administration R^^ndent 
expenses, claims against the estate, unpaid mortgages, losses 
incurred during the settlement of the estate arising from fires, 
storms, ^pwreck, or other casualty, or from theft, when 

such losses are not compensated for by insurance or otherwise, 
and such amounts reasonably required and actually expended Funeral and 
for the support during the settlement of the estate of those other Ex" 
dependent upon the decedent^ as are allowed by the laws of penseSf 
the jurisdiction, whether withm or without the United States, Losses, etc, 
imder which the estate is being administered, but not includ- 
ing any income taxes upon income received after the death 
of the decedent, or any estate, succession, legacy, or inherit- 
ance taxes; 

(2) An amount equal to the value at the time of the 
decedent's death of any property, real, personal, or mixed, Decedents 
which can be identified as having been received by the de- Share in 
cedent as a share in the estate of any person who died within Estate of 
five years prior to the death of the aecedent, or which can Other 

be identifiea as having been acquired by the decedent in ex- Decedent 
change for property so received, if an estate tax under the 
Revenue Act of 1917 or under this Act was collected from 
such es^^te, and if such property is included in the decedent's 
gross estate; 
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(3) The amount of all bequests, legacies, devises, or gifts, 
to or for the use of the United States, any State. Territory, any 
political subdivision thereof, or the District oi Ck)lumbia, for 
exclusively public purposes, or to or for the use of any corpor- 
ation organized and operated exdusively for religious, char- 
itable, scientific, literary, or educational purposes, including 
the encouragement of art and the prevention of cruelty to 
children or animals, no part of the net earnings of which inures 
to the benefit of any pnvate stockholder or individual, or to a 
trustee or truste«» exclusively for such religious^ charitable, 
scientific, literary, or educational purposes. This deduction 
shall be made in case of the estates of all decedents who 
have died since December 31, 1917; and 

(4) An exemption of $50,()00; 

(b) In the case of a nonresident, b^r deducting from the 
value of that part of his gross estate which at the time of his 
death is situated in the United States^ 

(1) That proportion of the deductions specified in para- 
graph (1) of subdivision (a) of this section which the value 
of such part bears to the value of his entire gross estate, 
wherever situated, but in no case shall the amount so de- 
ducted exceed 10 per centum of the value of that part of his 
gross estate which at the time of his death is situated in the 
United States; 

(2) An amount equal to the value at the time of the 
decedent's death of any property, real, personal, or mixed, 
which can be identified as having been received by the de- 
cedent as a share in the estate of any person who died within 
five years prior to the death of the decedent, or which can 
be identified as having been acquired by the decedent in 
exchange for property so received, if an estate tax under the 
Revenue Act of 1917 or under this Act was collected from 
such estate, and if such property is included in that part of 
the decedent's gross estate which at the time of his death is 
situated in the United States; and 

(3) The amount of all bequests, legacies, devises, or gifts, 
to or for the use of the United States, any State. Territory, any 
political subdivision thereof, or the District ol Ck)lumbia, for 
exclusively public purposes, or to or for the use of any domestic 
corporation orgamzed and operated exclusively for religious, 
charitable, scientific, literary, or educational purposes, includ- 
ing the encouragement of art and the prevention of cruelty to 
children or animals, no part of the net earnings of which in- 
ures to the benefit of any private stockholder or individual, or 
to a trustee or trustees exclusively for such religious, chari- 
table, scientific, literary, or educational purposes within 
the United States. This deduction shall be made in case of 
the estates of all decedents who have died since December 31, 
1917; and 

No deductions shall be allowed in the case of a nonresident 
unless the executor includes in the return required to be filed 
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under section 404 the value at the time of his death of that Deductions 
|)art of the gross estate of the nonresident not situated in the Contingent 
United States. ... ^^ Return 

For the purpose of this title stock in a domestic corporation 
owned and held by a nonresident decedent, and the amount 
receivable as insurance upon the life of a nonresident decedent 
where the insurer is a domestic corporation, shall be deemed Property 
property within the United States, and any property of which Wimin 
the decedent has made a traaisfer or with respect to which he United States 
has created a trust, within the meaning of subdivision (c) of 
section 402, shall be deemed to be situated in the United 
States, if so situated either at the time of the transfer or the 
creation of the trust, or at the time of the decedent's death. 

In the case of any estate in respect to which the tax under 
existing law has been paid, 'if necessary to allow the benefit 
of the deduction under paragraph (3) of subdivision (a) or 
(b) the tax shall be redetermined and any excess of tax paid 
shall be refunded to the executor. 

Sec. 404. That the executor^ within sixty days after Dviies of 
qualifying as such, or after commg into possession of anv Executor 
property of the decedent, whichever event first occurs, shall 
give written notice thereof to the collector. The executor 
shall also, at such times and in such manner as may be required 
by regulations made pursuant to law, file with the collector a 
return under oath in duplicate, setting forth (a) the value 
of the gross estate of the decedent at the time of his death, 
or, in case of a nonresident, of that part of his gross estate 
situated in the United States; (b) the deductions allowed 
under section 403; (c) the value of the net estate of the 
decedent as defined in section 403; and (d) the tax paid or 
payable thereon; or such part of such information as may at 
the time be ascertainable and such supplemental data as may 
be necessary to establish the correct tax. 

Return shall be made in all cases where the gross estate Returns — 
at the death of the decedent exceeds $50,()CK), and in the When Made 
case of the estate of every nonresident any part of whose 
gross estate is situated in the United States, if the executor 
is unable to make a complete return as to any part of the 
gross estate of the decedent, he shall include in his return a 
description of such part and the name of every person holding 
a legal or beneficial interest therein, and upon notice from the 
collector such person shall in like manner make a return as 
to such part of the gross estate. The Commissioner shall 
make all assessments of the tax under the authority of exist- 
ing administrative special and general provisions of law 
relating to the assessment and collection of taxes. 

Sec. 405. That if no administration is granted upon the Return by 
estate of a decedent, or if no return is filed as providea in sec- Collector 
tion 404, or if a return contains a false or incorrect statement 
of a material fact, the collector or deputy collector shall make 
a return and the Commissioner sh£dl assess the tax thereon. 
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Sec. 406. That the tax shall, be due one year after the 
decedent's death; but in any case where the Commissioner 
finds that payment of the tax within one year after the dece- 
dent's death would impose imdue hardship upon the estate, he 
may ^ant an extension of time for the payment of the tax for 
a period not to exceed thre« years from the due date. If the 
tax is not paid within one vear and 180 days after the dece- 
dent's deathj interest at tne rate of 6 per centum per ftnniim 
from the expiration of one year after the decedent's death shall 
be added as part of the tax. 

Sec. 407. That the executor shall pay the tax to the 
collector or deputy collector. If the amount of the tax can 
not be determined, the payment of a sum of money sufficient, 
in the opinion of the collector, to discharge the tax shall 
be deemed payment in full of the tax, except as in this section 
otherwise provided. If the amoimt so paid exceeds the 
amount of the tax as finally determined, the Commissioner 
shall refund such excess to the executor. If the amount of 
the tax as finally determined exceeds the amoimt so paid, the 
collector shall notify the executor of the amoimt of such 
excess and demand payment thereof. If such excess part of 
the tax is not paid within thirty days after such notification, 
interest shall be added thereto at the rate of 10 per centum 
per annum from the expiration of such thirty days' period until 
paid, and the amount of such excess shall be a lien upon the 
entire gross estate, except such part thereof as may have been 
sold to a bona fide purchaser for a fair consideration in money 
or money's worth. 

The collector shall grant to the person paying the tax dupli- 
cate receipts, either of which shall be sumcient evidence of 
such payment, and shaU entitle the executor to be credited 
and allowed tne amount thereof by any court having juris- 
diction to audit or settle his accounts. 

Sec. 408. That if the tax herein imposed is not paid within 
180 days after it is due, the collector shall, unless there is 
reasonable cause for further delay, proceed to collect the 
tax under the provisions of general law, or commence appro- 
priate proceedm^ in any court of the United States, in the 
name of the United States, to subject the propertv of the 
decedent to be sold under the judgment or decree of the court. 
From the proceeds of such sale the amount of the tax, together 
with the costs and expenses of every description to be aUowed 
by the court, shall be first paid, and the balance shiJl be de- 
posited according to the order of the court, to be paid under 
its direction to the person entitled thereto. 

If the tax or any part thereof is paid by, or collected out of 
that part of the estate passing to or in the FK)ssession of, anv 
person other than the executor in his capacity as such, such 
person shall be entitled to reimbursement out of any part of 
the estate still undistributed or by a just and equitable con- 
tribution by the persons whose interest in the estate of the 
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decedent would have been reduced if the tax had been paid 
before the distribution of the estate or whose interest is sub- 
ject to equal or prior liability for the payment of taxes, debts. 
or other charges against the estate, it being the purpose ana 
intent of this title that so far as is practicable and unless 
otherwise directed by the will of the decedent the tax shall be 
paid out of the estate before its distribution. If an;y part of 
the gross estate consists of proceeds of policies of insurance 
upon the life of the decedent receivable by a beneficiary other 
than the executor, the executor shall be entitled to recover 
from such beneficiary such portion of the total tax paid as the 
proceeds, in excess of $40,000, of such policies bear to the 
net estate. If there is more than one such beneficiary the 
executor shall be entitled to recover from such beneficiaries 
in the same ratio. 

Sec. 409. That unless the tax is sooner paid in full, it Taxis 
shall be a lien for ten years upon the gross estate of the dece- Lien on 
dent, except that such part of the gross estate as is used for Property 
tlie payment of charges against the estate and expenses of its 
admmistration, allowed by any court having jurisdiction 
thereof, shall be divested of such lien. If the Commissioner 
is satisfied that the tax liability of an estate has been fully 
discharged or provided for, he may, under regulations pre- 
scribed by him with the approval of the Secretary, issue his 
certificate releasing any or all property of such estate from the 
Uen herein imposed. 

If (a) the decedent makes a transfer of, or creates a trust Transferee 
with respect to, any property in contemplation of or intended Liable for 
to take effect in possession or enjoyment at or after his death Tax 
(except in the case of a bona fide sale for a fair consideration 
in money or money's worth) or (b) if insurance passes under 
a contract executed by the decedent in favor of a specific 
beneficiary, and if in either case the tax in respect thereto is 
not paid wnen due, then the transferee, trustee, or beneficiary 
shall be personally liable for such tax, and such property, to 
the extent of the decedent's interest therein at the time of such 
transfer, or to the extent of such beneficiary's interest under 
such contract of insurance, shall be subject to a like lien equal 
to the amount of such tax. Any part of such property sold Property 
by such transferee or trustee to a bona fide purchaser for a Sola to 
fair consideration in money or money's worth snail be divested Bona Fide 
of the lien and a like lien shall then attach to all the property Purchaser 
of such transferee or trustee, except any part sold to a Dona 
fide purchaser for a fair consideration m money or money's 
wortn. 

Sec. 410. That whoever knowingly makes any false state- PenaUy 
ment in any notice or return required to be filed under this 
UiLe shall be liable to a penalty of not exceeding $5,000, or 
im^jsonment not exceedmg one year, or both. 

Whoever fails to comply with any duty imposed upon him 
by section 404, or, having in his possession or control any reo- 
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ord, file, or paper, containing or supposed to contain any in- 
. formation concerning the estate of the decedent, or, having 
in his possession or control any property comprised in the 
gross estate of the decedent, fails to exhibit the same upon 
request to the Commissioner or any collector or law officer of 
the United States, or his duly authorized deputy or agent, 
who desires to examine the same in the performance of his 
duties under this title, shall be liable to a penalty of not 
exceeding S500, to be recovered, with costs of suit, in a civil 
action in the name of the United States. 
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Title V. — Tax on Transportation and 
Other Facilities, and on Insurance 

In Lieu of Taxes Imposed by Act of October 3, 1917 
(Effective April 1, 1919) 

Summary 

FACILITIES FURNISHED BY PUBLIC UTILITIES* 

Express tax 

From point in U. S. to another in U. S. — ^per each 
20c. or fraction paid therefor. (Sec. 500-b.) $ . 01 

From point without U. S. to point within U. S. — 
per each 20c. or fraction thereof paid for transpor- 
tation within U. S. (Sec, 500-b.) .01 

Fbeight 

From point in U. S. to another in U. S. — on 
amount paid therefor 3% 

From point without U. S. to point within U. S. — 
on amount paid for transportation within U. S. 
(Sec. 500-a.) 3% 

*Note: Tax imposed hereunder: 

(1) Shall be paid by person paying for service. (Sec. 501-a). 

(2) Shall apply to all services or facilities specified when ren- 
dered for hire, whether or not agency rendering them is a 
common carrier. (Sec. 501-c.) 

[(3) On transportation (except pipe line), shall be paid by carrier 
who ships own property for which no pay is received the 
same as if transportation charges were received. If tax can- 
not be computed from tariffs of the carrier, it shall be deter- 
mined by tariffs of other carriers for like services. (Sec. 
601-c.) 

(4) Shall apply, except in case of pipe line, onlv to such services 
or faciuties as are rendered actually for hire, where prin- 
cipal business of carrier is to transport goods belonging to 
it on its own account and where services are rendered only 
incidentally for hire. (Sec. 501-c). 

(5) Shall not apply to transportation of commodities necessary 
for use of carrier in conducting its business nor to company 
material transported by one carrier constituting part of a 
railroad system for another carrier, a part of the same 
system. (Sec. 501-c.) 

(6) Shall be collected by person receiving payments who shall 
make monthly returns in duplicate ana pay the tax so col- 
lected to the collector of district where principal office is 
located. (Sec. 502.) 

(7) If refund of any payment is made the tax returned with such 
payment may be credited against taxes reported in any 
subsequent monthly returns. Tax is due at time for fihng 
returns. (Sec. 502.) 

(8) Shall not apply to any payment received for services ren- 
dered U. S. or any State or Territory, or District of Colum- 
bia. (Sec. 500-h.) 
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Leased Wire or Talking Circuit tax 

For special services furnished by tel^raph or 
telephone company by leased wire or talking cir- 
cuit — on amount paid therefor {Sec, 500-g.) 10% 

Notb: Not applicable where the service ia utilised (1) in 
the collection ana disaemination of news throuidi the public 
press, or (2) by a common carrier, telegraph or telephone com- 
pany in the conduct of its business as such. 

Passenger Fares 

From point in U. S. to another or to any point in 
Canada or Mexico, exclusive of commutation 
tickets or season tickets less than SO miles, or 
transportation costing hot to exceed 42c. {Sec, 
500-c.) 

Notb: Tickets, not partially used, or mileage books pur> 
chased prior to Noyember 1, 1917. and fares paid by cash on 
train, are subject to tax which shall be collected by conductor 
or agent to whom presented. (8ec. 501-b.) 

where water tnmsportation fines compete between American 
ports with foreign lines from adjacent foreign ports tax shall not 
exceed transportation tax to wnich such foreign transportation 
company is subjected by its own government. (Sec. 500-c.) 

Pipe Line 

For the transportation of oil by pipe line — on 
amount paid therefor {Sec, 500-e.) 

Note: Tax imposed hereunder: 

(1) Shall apply to all oil transported by pipe line. 

(2) Shall be paid by pipe line transporting its own i)roperty for 
which no charge is made because of ownership or other 
reason, ihe tax being computed, if not by actual bona fide 
tfuiffs, (1) by tariffs oi other pipe lines for similar service, 
or (2) if no such tariffs exist, on the basis of a reasonable 
charge. (Sec. fiOl-d.) 

Seats, Berths or Stateroom Tickets, in Sleeping or 
Parlor Cars or on Vessels — on amount paid there- 
for {Sec. 500-d.) 

Teleorafh, Telephone, Cable or Radio dis- 
patches originating within U. S. — each message 
or dispatch of: 

More than 14c. and not more than 50c. $.05 

More than 50c. . 10 

(Only one payment required on each message.) 

(Sec. 500-f.) 
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Insurance* 



TAX 



Life Insurance (except policies for reinsurance, 
and industrial or weekly or monthly payment 
plan policies, insuring life for not in excess of 
$500, upon which the tax shall be 40% of the first 
weekly premium, or 20% of the first monthly 
premium, as the case may be) — ^per $100 or frac- 
tion thereof of policy. (Sec, 50S-a.) $.08 

Life, Health and Accident combined, insuring a 
life for not in excess of $500, issued on the indus- 
trial, weekly, or monthly payment plan (Sec, 
508-a), of the amount of the first premium: 

Under monthly plan 20% 

Under weekly plan 40% 

Group Life Inbubance, covering not less than 25 
lives in the employ of the same person for the 
benefit of persons other than the employer — per 
$100 of the aggr^ate amount for which issued 
and of any net increase. {Sec, 503-a.) .04 

Marine, Inland and Fire Insurance — ^per $1.00 
or fraction thereof of premium (Sec, 503-b.) .01 



*Notb: TaXt which ia due at time for filing return, is to be paid 
hy the insurer or by the broker on the iasuanoe of poticiee, which 
includes, in case of those issued outside the U. 8. their delivery 
within tne U. S. (Sec. 503.) All policies of insurance inued by 
any corporation exempt from Federal Income Tax or policies for 
reinsurance, shall be exempt from tax. (Sec. 603-d.) Persons 
issuing taxable poHoies shall make monthly returns, in duplicate, 
and pay the tax due at the time fixed for filing the return to the 
oolieotor of the district in which the Drindpal ofi&oe is located, in 
aooordance with regulations of the Comnusaioner. (Sec. 604.) 

Renewals of casualty, nuurine, inland and fire policies tax- 
able. (Sees. 603-b and c.) 

PolioieB of insurance taxed under subdivimon 16 of Schedule 
"A" of Title XI are not suhject to tax under this Title. (Sec. 
608.) 
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TAX 



**Casualty Insurance (except life, marine, inland 
and fire policies, or bonds and policies taxable 
under subdivision 2 of schedule "A" of Title 
XI, see page 193; and except industrial or 
weekly or monthly payment plan policies upon 
vrhioh the tax shall be 40% of the first weekly or 
20% of the first monthly premium) — ^per $1.00 or 
fraction thereof of premium. (Sec, 503-c) 

♦♦Note: The term "casualty insurance*' covers employers* 
liabitity, workmen's compensation, accident, health, tornado, 
plate glass, steam boiler, elevator, burglary, automatic sprinkler, 
automobile or other branches of insurance, except those excluded 
above. (Sec. 503-0.) 



$.01 



Freight 
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Passenger 
Transporta- 
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Text of Law — Title V. 

Sec. 600. That from and after April 1, 1919, there shall bo 
levied, assessed, collected, and paid, in lieu of the taxes im- 
posed by Section 600 of the Revenue Act of 1917 — 

(a) A tax equivalent to 3 per centum of the amount 
paid for the transportation on or after such date, by rail or 
water or by any form of mechanical motor power when in compe- 
tition witn carriers by rail or water, of property by freight 
transported from one point in the Unitea States to another; 
and a like tax on the amount paid for such transportation with- 
in the United States of property transported from a point 
without the United States to a pomt witmn the United States; 

(b) A tax of 1 cent for each 20 cents or fraction thereof of 
the amount paid to any person for the transportation on or 
after such date, by rail or water or by any form of mechanical 
motor power when in competition with express by rail or 
water, of any package, parcel, or shipment, by express, trans- 
ported from one point in the United States to another; and a 
like tax on the amount paid for such transportation within 
the United States of property transported from a point with- 
out the United States to a point within the United States; 

(c) A tax equivalent to 8 per centum of the amount 

Eaid for the transportation on or after such date of persons 
y rail or water, or by any form of mechanical motor power 
on a regular established Ime when in competition with car- 
riers by rail or water, from one point in the United States 
to another or to any point in Canada or Mexico, where the 
ticket or order therefor is sold or issued in the United States, 
not including the amount paid for commutation or season 
tickets for trips less than thirty miles, or for transporta- 
tion the fare for which does not exceed 42 cents; Provided^ 
That where such water transportation lines are in competition 
between American ports with foreign water transportation 
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lines from adjacent foreign ports, the tax imposed under this 
subdivision on amounts paid for water transportation be- 
tween American ports shall not exceed the amount of the trans- 
portation tax to which such foreign water transportation lines 
are subjected by their Grovemment corresponding to this tax: 

(d) A tax equivalent to 8 per centum of the amount paid Seats, 

for seats, berths, and staterooms in parlor cars, sleeping Berths, and 
cars, or on vessels, used on or after such date in connection Staterooms 
with transportation upon which tax is imposed by subdi- 
vision (c); 

(e) A tax equivalent to 8 per centimi of the amount paid Pipe Lines 
for the transportation on or after such date of oil by pipe 

line; 

(f ) In the case of each telegra{>h, telephone, cable, or radio. Telephone, 
dispatch, messa^, or conversation, which originates on or Telegraph, 
after such date within the United States, and for the transmis- and Cable 
sion of which the charge is more than 14 cents and not more 

than 50 cents, a tax of 5 cents; and if the charge is more 
than 50 cents, a tax of 10 cents: Provided, That only one 

Eayment of such tax shall be required, notwithstanding the 
nes or stations of one or more persons are used for the trans- 
mission of such dispatch, message, or conversation; and 

(g) A tax equivalent to 10 per centum of the amount paid Leased 
after such date to any telegraph or telephone company for Wires 
any leased wire or talking circuit special service furmshed 

after such date. This subdivision shall not apply to the 
amount paid for so much of such service as is utilized (1) in 
the collection and dissemination of news through the public 
press, or (2) in the conduct, by a common carrier or telegraph 
or telephone company, of its business as such. 

(h) No tax shall be imposed under this section upon any Service to 
payment received for services rendered to the United States or U, S. or any 
to any State or Territory or the District of Columbia. The State, or 
right to exemption under this subdivision shall be evidenced in Territory 
such manner as the Commissioner, with the approval of the Exempt 
Secretary, may by regulation prescribe. 

Sec. 501. (a) That the taxes imposed by section 500 Payment 
shall be paid by the person paying for the services or facili- 
ties rendered. 

(b) If a mileage book used for transportation or accom- Mileage 
modation was purchased before November 1, 1917, or if cash Book 
fare is paid, the tax imposed by section 500 shall be collected 
from the person presenting the mileage book, or paying Cash Fare 
the cash fare, by the conductor or other agent, when pre- 
sented for such transportation or accommodation, and 
the amount so collected shall be paid to the United States 
in such manner and at such times as the Commissioner, 
with the approval of the Secretary, may prescribe; if a 
ticket (other than a mileage book) was bought and partially Ticket 
used before November 1, 1917, it shall not be taxed, but If Partially 
bought but not so used before section 500 takes effect, it shall Used 
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not be valid for passage until the tax has been paid and such 
payment evidenced on the ticket in such manner as the 
Commissioner, with the approval of the Secretary, may by 
regulation prescribe. 

(c) The taxes imposed bv section 500 shall apply to all 
services or facilities specified in such section when rendered 
for hire, whether or not the a^ncy rendering them is a 
common carrier. In case a earner (other than a pipe line) 
principally en^ged in rendering transportation services or 
ladlities for lure does not, because of its ownership of the 
goods transported, or for anv other reason, receive the amount 
which as a carrier it would otherwise charge, such carrier 
shall pay a tax equivalent to the tax which would be imposed 
upon the transportation of such goods if the carrier received 
pa3rment for such transportation^ such tax, if it can not be 
computed from actual rates or tariffs of the carrier, to be com- 

Euted on the basis of the rates or tariffs of other carriers for 
ke services as determined by the Commissioner. Jn the case 
of any carrier (other than a pipe line) the principal business 
of which is to transport goods belonging to it on its own 
account and which only incidentally renders services for hire, 
the tax shall apply to such services or facilities only as are 
actually render^ by it for hire. Nothing in this or the 
precedmg section shiall be construed as imposing a tax (1) 
upon the transportation of any commodity which is neces- 
sary for the use of the carrier in the conduct of its business as 
such and is id tended to be so used or has been so used; or (2) 
upon the transportation of company material transported by 
one carrier, which constitutes a part of a railroad system, for 
another carrier which is also a part of the same system. 

(d) The tax imposed by subdivision (e) of section 500 
shall apply to all transportation of oil by pipe Une. In case 
no charge for transportation is made, by reason of ownership 
of the commodity transported, or for any other reason, the 
person transportmg by pipe line shall pay a tax equivalent 
to the tax which would be imposed if such person received 
payment for such transportation, and if the tax can not be 
computed from actual bona fide rates or tariffs, it shall 
be computed (1) on the basis of the rates or tariffs of other 
pipe lines for like services, as determined by the Commis- 
sioner, or (2) if no such rates or tariffs exist, on the basis 
of a reasonable charge for such transportation, as determined 
by the Commissioner. 

Sec. 502. That each person receiving any payments 
referred to in section 500 shall collect the amoimt of the tax, 
if any, imposed by such section from the person making sucn 
payments, and shall make monthlv returns imder oath, in 
duplicate, and pay the taxes so collected and the taxes im- 
posed upon it under subdivision (c) or (d) of section 501 to the 
collector of the district in which the principal office or plaoe 
of business is located. 
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No carrier collecting the taxes imposed by subdivision Separaie 
(a) or (b) of section 500 shall be reouired to list tiie amount Listing 
of such tax separatelv in any bill of lading, freight or express of Tax 
receipt, or other similar document, if the total amount of Uie 
transportation charge and the tax is stated therein. 

Any person making a refund of any payment upon which Refund 
tax is collected imder this section may repay therewith the and 
amoimt of the tax collected on such payment; and the amount Credit 
so repaid may be credited against amounts included in any 
subsequent monthly return. 

The returns required under this section shall contain Contents of 
such information, and be made at such times and in such Return 
manner, as the Commissioner, with the approval of the 
Secretary, may by regulation prescribe. 

The tax shall, without assessment by the Commissioner Time of 
or notice from the collector, be due and payable to the collector Payment 
at the time so fixed for filing the return. If the tax is not paid 
-when due, there shall be added as part of the tax a penalty Penalty 
of 5 per centum, together with interest at the rate of 1 per 
centum for each fuU month, from the time when the tax 
became due. 

INSURANCE 

Sec. 503. That from and after April 1, 1919, there 
shall be levied, assessed, collected, and paid, in lieu of the 
taxes imposed by section 504 of the Revenue Act of 1917, the 
following taxes on the issuance of insurance policies, including, 
in the case of policies issued outside the Umted States (except 
those taxable under subdivision 15 of schedule A of Title 
XI), their deUvery within the United States by any agent 
or broker, whether acting for the insurer or the insured; such 
taxes to be paid by the insurer, or by such agent or broker: 

(a) Life insurance: A tax equivalent to 8 cents on each Life 
$100 or fractional part thereof of the amount for which any Insurance 
life is insured imder any policy of insurance, or other instru- 
ment, by whatever name the same is called: Provided, That 
on all policies for life insurance onlv by which a life is insured 
not in excess of $500, issued on the mdustrial or weekly or 
monthly payment plan of insurance, the tax shall be 40 per 
centimi oi the amount of the first weekly premium or 20 per 
centimi of the amount of the first monthly premium, as the 
case may be: Provided further. That on policies oi group 
life insurance, covering groups of not less than 25 lives in Group Life 
"the employ of the same person, for the benefit of persons Insurance 
other than the employer, the tax shall be equivalent to 4 cents 
on each $100 of the aggregate amount for which the group 
policy is issued and of any net increase in the amount of the 
msurance imder such pohcy: and Provided further, That on 
all policies covering life, health, and accident insurance ^ 

combined in one policy by which a life is insured not in excess \ ^ 
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of $500, issued on the industrial, or weekly or monthly pay- 
ment plan of insurance, the tax shall be 40 per centum of tie 
amount of the first weekly premium or 20 per centiun of the 
amoimt of the first monthly premium, as the case may be; 

(b) Marine, inland, and fire insurance: A tax equivalent 
to 1 cent on each dollar or fractional part thereof of the 
premium charged under each policy of insurance or other 
mstrument by whatever name the same is called whereby 
insurance is made or renewed upon property of any description 
(including rents or profits), whether against peril by sea or 
inland waters, or by fire or li,^htning, or other peril; 

(c) Casualty insurance : A tax equivalent to 1 cent on each 
doUar or fractional part thereof of the premium charged under 
each pohcy of insurance or obligation of the nature of in- 
demnity for loss, damage, or hability (except bonds and 
policies taxable under subdivision 2 of schedule A of Title 
XI) issued or executed or renewed by any person transacting 
the business of employer's liability, workmen's compensation, 
accident, health, tornado, plate glass, steam boiler, elevator, 
burglary, automatic sprinkler, automobile, or other branch 
of insurance (except life insurance, and insurance described 
and taxed in the preceding subdivision): Provided, That in 
case of policies of insurance issued on the industrial or weekly 
or monthly payment plan the tax shall be 40 per centum of 
the amount of the first weekly premium or 20 per centum of 
the amount of the first monthly premiiun, as the case may be; 

(d) Policies issued by any " corporation enumerated in 
section 231, and policies of reinsurance, shall be exempt from 
the taxes imposed by this section. 

Sec. 504. That every person issuing policies of insurance 
upon the issuance of which a tax is imposed by section 503 
shall make monthly returns under oath, m duplicate, and pay 
such tax to the collector of the district in which the principal 
office or place of business of such person is located. Such re- 
turns shall contain such information and be made at such 
times and in such manner as the Commissioner, with the 
approval of the Secretary, may by regulation prescribe. 

The tax shall, without assessment by the Commissioner or 
notice from the collector, be due and payable to the collector 
at the time so fixed for filing the return. If the tax is not paid 
when due, there shall be added as part of the tax a penalty of 
5 per centum, together with interest at the rate of 1 per centum 
for each full month, from the time when the tax became due»* 
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VI.— Beverages* 

In Lieu of Tax Imposed by Act of October 3, 1917 
(Effective Day after Passage of Act unless otherwise provided) 

Summary 



TAX 



Ajx^ohol, Ethyl {See Distilled Spirits). 

AiiE (See Fermented Liquors) per bbl. $6 . 00 

Artificial Mineral Waters {See Unfermented 
Grape Juice). 

Artificial Wines {See Wines). 

Beer {See Fermented Liquors), per bbl. 6.00 

Champagnes {See Wines). 

Cordials and Liqueurs, or similar compounds, 
containing sweet wine fortified with grape brandy 
in bond, produced or imported {Sec, 613) per J^ 
pt. . 06 

♦Note: Manufacturers, producers, bottlers or importers of 
■oft drinks are required to make monthly returns to the collector 
for the district in which are located their principal places of 
business. Tax shall be due at time fixed for nUng return. 
(See. 629.) 

Commissioner u authorized to discontinue use of the follow- 
ing stamps: Distillery warehouse, special bonded warehouse, 
special bonded rewarehouse, general bonded warehouse, general 
bonded retransfer, transfer brandy, and export fermcnted-hquor 
stamps. (Sec. 606.) 

The installation of meters, tanks, pipes, or other apparatus by 
distilleries, etc., may be required by the Conomissioner for the 
purpose of protecting the revenue. Installation shall be at the 
expense of the distillery, and the business shall be discontinued 
in case of refusal or neglect to make such installation. (Sec. 
607.) 

Cordials and Liqueurs held for sale on the day 
after passage of the Act upon which internal- 
revenue tax has been paid {Sec, 614) per each 
J^pt. .03 

DisTii4iED Spirits — In bond, produced, or imported 
per proof gal., or per wme gal. when below proof 
(fractional parts proportionately) ; {Sec, 600) : 
For other than beverage purposes 2 , 20 

For beverage purposes 6 . 40 
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TAX 

Spirits held for sale by any person, on day after 
passage of the Act upon which internal-revenue 
tax has been paid, per proof gal. (fractional 
parts proportionately), (Sec. 604) : 

For beverage purposes $3 . 20 

Spirits for beverage purposes produced after October 3, 1917 
shall not be imported into the U. S. from any foreisn country. 
Virgin Islands (unless produced from products growing therem 
and not then into State or Territory prohibiting manufacture 
or sale of intoxicating liquor), Porto Rico or the Philippines. 
(Sec. 601.) 

Packages may be filled or spirits transferred after payment of 
tax, without bong entered in bonded warehouse, under regida- 
tions prescribed by the Commissioner. (Sec. 602.) 

Tax shall not be due on distilled spirits while in bond and 
which cannot be removed. (Sec. 600-b.) 

Ethyl Alcohol (See Distilled Spirits). 

The manufacture, warehousing, mthdrawal and shipmoit of 
ethvl alcohol for other than beverage purposes or use in the 
manufacture or production of articles intended for use as a 
bevenige, and denatured alcohol, mi^ be exempted from the 
provisions of Section 3283 of the R. S. under prescribed regu- 
lations. (Seo. 602.) 

Distillers ji ethyl alcohol for use in the production of muni- 
tions of war and for other non-beverage purposes may be ex- 
empted from the proviaions of R. S., Sees. 3264, 3285, and 3309, 
and amendments thereto^ zesoecting the survey of distilleries, 
tJbe period of fermentatioik« filling and emptying of fermenting 
tubs, and assessments, as may seem expedient in the judg- 
ment of, and under zegulations issued by, the Commissioner. 
(Sec. 602.) 

Ethyl alcohol, of not fefls than 180 degrees proof, may be re- 
moved from anv oratral distilling and denaturing plant or de- 
naturing J>ondea warehouse, free of tax, for the use of the U. S. 
or for shipment to any nation while engaged against the German 
Government in the oresent war, in manner approved by the 
Commissioner. (Sec. 603.) 

Fermented Liquors 

Beer, lager beer, ale, porter, and similar fermented 
liquors containing }^% or more alcohol, (Sec. 
608), per bbl. containing not in excess of 81 
gallons and at a like rate for any other quantity 
or fractional parts ; 6 . 00 

Taxable fermented liquors may be removed without pasrment 
of tax from brewery^ to contiguous industrial distillery to be used 
as distilling material, and residue containing less than ^% 
alcohol, which is to be used in making beverages, may be manip- 
ulated on distillery premises or elsewhere. Removal is sub- 
ject to regulations oxthe Commissioner. (Sec. 609.) 

Ginger Ale (See Unfermented Grape Juice). 
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Grape Brandy or Wine Spirits tax 

Withdrawn for the fortification of sweet wine 
(See. 612), per proof gal. (fractional parts pro- 
portionately) $ .60 

The tax is levied in lieu of existing internal revenue taxes, 
on the grape brand;^ or wine spirits so used during the preceding 
month and paid within ten months after notice of assessment. 
(Sec. 612.) 

Used in the fortification of sweet wines held for 
sale on the day after passage of the Act (Sec. 615), 
per proof gal. (fractional parts proportionately) .30 

Grape Juice (See Unfermented Grape Juice.) 

Ice-Cream (See Soft Drinks.) 

Lager Beer (See Fermented Liquors), per bbl. 6.00 

Liqueurs (See Cordials). 

Perfumes, containing distilled spirits hereafter 
imported into U. S. (Sec. 600) per wine gal. 
(fractional parts proportionately) 1 . 10 

Tax to bo collected by collector of customs and deposited as 
internal revenue collections. 

Pop (See Unfermented Grape Juice). 

Porter (See Fermented Liquors) per bbl. 6.00 

Rectified Spirits and Wines 

Bectified, purified or refined by rectifiers, an ad- 
ditional tax (Sec. 605) per proof gallon (fractional 
parts proportionately) .30 

Held for sale by any person on the day after pas- 
sage of the Act (Sec. 605), per proof gal. (frac- 
tional parts proportionately) . 15 

Tax does not apply to gin produced by the re-distillation of 
a pure spirit over jumper berries and other aromatics; nor to 
cordials and liqueurs taxed under Sees. 611 or 613. nor to cer- 
tain blends of wines and whiskies. (Sec. 605.) 

Distilled spirits held for sale by any person on the day after 
passage of tne Act, and not contained in distillers' original 
stamped packages or other containers bearing distillers' orig- 
inal labels are sub j ect to tax. (Sec. 605.) 

Violation of Sec. 605 is punishable by imprisonment for not 
more than two years or by fine of not more than $1,000 and in 
addition, assessment of double the tax evaded. (Sec. 605.) 

Exchange of wholesale liquor dealers' stamps for stamps for 
rectified spirits is discontinued unless package is to be broken 
into smaller packages. (Sec. 606.) 
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TAX 

Root Beer (See Unfermented Grape Juice). 

SARaAPARiLLA (See Unfermented Grape Juice). 

Soda Water {See Soft Drinks). 

Soft Drinks, including ice-cream, ice-cream soda, 
sundaes, or other similar articles of food or drink, 
when compounded and sold at or near soda 
fountains, ice-cream parlors or other similar places 
of business (Sec: 630). (Effective May 1, 1919) 

On each 10c. or fraction of amount paid $ . 01 

Fermented liquors, derived from cereals or sub- 
stitutes, containing less than 3^% alcohol sold by 
the manufacturer, producer or importer in bottles 
or other closed containers {Sec. 6S8-a); of the 
selling price 15% 

Tax shall be paid by the purchaser to the vendor, who shall 
collect, make monthly return of, and pay the same to the 
U. S. in accordance with the provisions of Section 502. (Sec. 
630.) 

Sweet Wines {See Grape Brandy). 

SxTNDAES {See Soft Drinks). 

Unfermented Grape Juice, soft drinks, ginger 
ale, root beer, sarsaparilla, pop, artificial mineral 
waters (carbonated or not carbonated), other car- 
bonated waters and other soft drinks, sold by 
the manufacturer, producer or importer in bottles 
or closed containers {Sec. 6^-a); of the selling 
price 10% 

Vermuth {See Wines). 

Waters — natural mineral or table, sold in bottles 
or other closed containers at over 10c. per gal. 
{Sec. 628-b), per gal. .02 

Wines 

*Still wines, including vermuth, artificial or imi- 
tation wines or compounds sold as still wine, in 

*Wines over 24% alcohol classed as distilled spirits and taxed 
accordingly, (Sec, 611). 
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TAX 

bond, produced, or imported {See. 611), per wine 

gallon (fractional parts proportionately) : 

Containing not over 14% alcohol $.16 

Containing over 14% and not over 21% alcohol . 40 
Containing over 21% and not over 24% alcohol 1 . 00 

Still wines held for sale on the day after passage 
of the Act, upon which internal-revenue tax has 
been paid {Sec. 614), per wine gal. (fractional 
parts proportionately) : 

Containing not over 14% alcohol .08 

Containing over 14% and not over 21% .20 
Containing over 21% and not more than 24% 

alcohol .50 

Champagne and sparkling wines, in bond, pro- 
duced or imported {Sec. 613), per J^ pt. or frac- 
tion .12 

Champagne and sparkling wines held for sale on 
the day after passage of the Act, upon which 
internal-revenue tax has been paid {Sec. 614), per 
J^ pt. or fraction .06 

Artificially carbonated wines in bond, produced 

or imported {Sec. 613), }^ pt. or fraction .06 

Artificially carbonated wines held for sale on the 
day after passage of the Act, upon which internal- 
revenue tax has been paid {Sec. 614), per 3^ pt. 
or fraction .08 

Text of Lau)— Title VI. 

Sec. 600. (a) That thiere shall be levied and collected on all Distilled 
distilled spirits now in bond or that have been or that may Sjnriis 
be hereafter produced in or imported into the United States. 
except such distilled spirits as are subject to the tax provided 
in section 604, in lieu of the internal-revenue taxes now im- 
posed thereon by law, a tax of $2.20 (or, if withdrawn for 
beverage purposes or for use in the manufacture or produc- 
tion of any article used or intended for use as a beverage, a tax 
of $6.40) on each proof gallon, or wine gallon when below 
proof, and a proportionate tax at a like rate on aU fractional 
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parts of such proof or wine gallon, to be paid by the distiller 
or importer when withdrawn, and collected under the pro- 
visions of existing law. 

(b) That the tax imposed by subdivision (a) on distilled 
spirits intended for beverage purposes shall not be due or 
payable on such spirits while stored in any distillery, bonded 
warehouse, or special or general bonded warehouse, and which, 

Sursuant to 2jay Act of Congress or proclamation of the 1^*681- 
ent of the Umted States, can not be lawfully sold or rencioved 
from any such warehouse during the period of prohibition fixed 
by such Act or proclamation; and all warehousing bonds or 
transportation and warehousing bonds conditioned for the pay- 
ment of tax on any such spirits so stored on the date such proM- 
bition takes effect shall as to all such spirits actually so stored 
be canceled and discharged, provided the distiller of such 
spirits shall in lieu of such bonds and prior to their cancellation 
execute a bond in a penal sum of not less than $10,000, with 
sureties satisfactory to the collector of the district, conditioned 
that the principal shall, during the period of such prohibition, 
safely keep or cause to be kept in good condition all such 
spirits and the warehouse in which the same are stored, and 
snail not remove or suffer to be removed from warehouse, 
contrar^r to law. any such spirits during the period of such 
prohibition; ana the bond herein prescribed shall be in such 
further sum and shall contain such further conditions as the 
Commissioner, with the approval of the Secretary, may by 
relations require. The distiller may, subject to the pro- 
visions of this section, be pmnitted to retain in any such 
bonded warehouse distilled spirits on which, under the terms 
of any existing bond, the tax imposed thereon becomes due 
and payable prior to the date such prohibition takes effect: 
Provided, That on the removal of such prohibition the dis- 
tiller shaJl, as to all spirits as to which the bonded period fixed 
by law has not expired and which remain stored in warehouse, 
execute new and satisfactory bond in the form required by- 
existing law, conditioned for the payment of the tax on aU 
such spirits; and all provisions of existing law relating to such 
bondea warehouses, or the storage of spirits therein, or to the 
execution of new or additional bonds, so far as applicable, 
shall continue in force as to all distilled spirits rebonded under 
the provisions of this section. i 

Upon the withdrawal of distilled spirits from bonded ware- 
house, after the period of prohibition has ended, and under 
the conditions imposed by section 50 of an Act entitled "An 
Act to reduce taxation, to provide revenue for the supi)ort 
of the Government, and for other purposes," approved August 
28, 18d4, an allowance for loss by leakage or other unavoidable 
cause, not exceeding one proof gallon as to packages of a 
capacity of not less than 40 wine gallons, may be made in 
addition to that provided in said section 50, as amended; and 
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a like additional allowanoe of one proof gallon as to each 
package withdrawn may be made for each period of four 
months, or fraction thereof, for such spirits as shall have 
remained in warehouse during the period of prohibition and 
after tiie expiration of the maximum leakage period fixed by 
that section. 

Under regulations prescribed by the Secretary, any im- Imparted 
ported distilled spirits, wines or other liquors which may be Spmts 
in any customs bonded warehouse under the customs laws on 
the date such prohibition takes effect shall be permitted to 
remain therein without pa^rment of any taxes or duties thereon, 
beyond the three-year period provided in section 2971 of the 
Revised Statutes, durmg such period of prohibition; and 
may be exported at an^ time during such extended period. 
Any impoited spirits, wines or other Uquors as to which the 
thiee-year bonded period may expire after the passage of this 
Act and prior to the date such prohibition takes effect may 
at the option of the owner remain in bond during such period 
of prohibition. 

(c) In lieu of the internal-revenue tax now imposed thereon 
by law there shall be levied and collected upon all perfumes 
hereafter imported into the United States containing distilled Perftanea 
spirits, a tax of $1.10 per wine gallon, and a proportionate tax 
at a liKe rate on all fractional parts of such wine gallon. Such 
tax shall be collected by the collector of customs and deposited 
as internal-revenue collections, under such rules and regula- 
tions as the Commissioner, with the approval of the Secretary, 
may prescribe. 

Sec. 601. That no distilled spirits produced after October ImpofiaHan 
3, 1917, shall be imported into the United States from any from Virgin 
foreign country, or from the Virgin Islands (unless produced lalandf. 
from products the growth of such islands, and not then into Porto Rico 
an^ State or Territory or District of the United States in and 
wmch the manufacture or sale of intoxicating liquor is pro- Pkilippinea 
hibited), or from Porto Rico, or the PhiUppine Islands. Under 
such rules, regidations, and bonds as the Secretary may pre- 
scribe, the provisions of this section shall not apply to distul^ 
spirits imported for other than (1) beverage purposes or (2) use 
in the manufacture or production of any article used or in- 
tended for use as a beverage. 

Sec. 602. That at registered distilleries producing alcohol, 
or other high-proof spirits, packages may be filled with such 
spirits reduced to not less than one himdred proof from the 
receiving cisterns -and tax paid without being entered into 
bonded warehouse. Such spirits may be also transferred from 
the receiving cisterns at such distilleries, by means of pipe Transfer of 
lines, direct to storage tanks in the bonded warehouse and may Spirits 
be warehoused in such storage tanks. Such spirits may be 
also transferred in tanks or tank cars to general Donded ware- 
houses for storage therein, either in storage tanks in such 
warehouses or in the tanks in which they were transferred. 
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Such spirits may also be transferred from receiving cisterns or 
warehouse storage tanks to barreb, drums, tanks, (tank cars, 
or other approved containers, and may be transported in such 
containers for exportation or other lawful purposes. The 
Commissioner, with the approval of the Secretary, is hereby 
empowered to prescribe all necessary regulations relating to 
the drawing off, transferring, gauging, storing, and transport- 
ing of such spirits; the records to be kept and returns to be 
made^ the size and kind of packages and tanks to be used; the 
markings branding, nimibermg, and stamping of such packages 
and tanks; the kmds of stamps, if any, to be used; and uie 
tdme and manner of paying the tax; the kind of bond and the 
penal sum of same. Tne tax prescribed by law must be paid 
oefore such spirits are removed from the distillery prenuses, 
or from general bonded warehouse in the case of spirits trans- 
ferred thereto, except as otherwise provided by law. 

Under such regulations as the Commissioner, with the 
approval of the Secretary, may prescribe, distilled spirits may 
hereafter be drawn from receivm^ cisterns and deposited in 
distillery warehouses without havmg affixed to the packages 
contaimng the same, distillery warehouse stamps, and such 
packages, when so deposited in warehouse, may be withdrawn 
therefrom on the origmal gauge where the same have remained 
in such warehouse for a period not exceeding thirty days from 
the date of deposit. 

Under such regulations as the Commissioner, with the 
approval of the Secretarv, may prescribe, the manufactore, 
warehousing, withdrawal, and shipment, under the provi- 
sions of existing law, of ethyl alcohol for other than (1) bev- 
erage purposes or (2) use in the manufacture or production of 
any article used or intended for use as a beverage, and de- 
natured alcohol, may be exempted from the provisions of 
section 3283 of the Revised Statutes. 

The Commissioner, with the approval of the Secretary, 
may by regulations exempt distillers of ethyl alcohol, for use 
in the production of mimitions of war, or for other non- 
beverage purposes, from so much of the provisions of sec- 
tions 3264, 3285, or 3309 of the Revised Statutes, and Acts 
amendatory thereof, respecting the survey of distilleries, 
the period of fermentation, the filling and emptying of fer- 
mentmg tubs, and assessments, as, in his judflpnent, may be 
expedient: Provided^ That the bond prescribed in section 
3260 of the Revised Statutes shall, in the cases herein provided, 
be in such sum and contain such further conditions as the 
Commissioner may require. 

Sec. 603. That under such regulations as the Commis- 
sioner, with the approval of the Secretary, may prescribe, 
ethyl alcohol of not less than 180 decrees proof, produced 
at any central distilling and denaturmg plant established 
under the provisions of subsection 2, paragraph N, of section 
IV of the Act entitled ''An act to reduce tariff duties and 
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to provide revenue for the Government^ and for other pur- 
poses/' approved October 3, 1913, may be removed from 
such plant to any central denaturing bonded warehouse for 
denaturation, or mav, before or after denaturation, be 
removed from such plant or from such denaturing bonded 
warehouse, free of tax, for use of the United States or for 
shipment to any nation while engaged against the German 
Government in the present war. and the removal herein 
authorized may be made in sucn tank vessels, tank cars, 
drums, casks, or other containers as may be approved by the 
Ck>nunissioner. It shall be lawful, under regulations pre- 
scribed by the Commissioner, with the approval of the Secre- 
tary, for an allowance to be made for leakage or loss by ima- 
voidable accident and without fault or ne^gence of the 
dktiller, owner, carrier, or his agents or employees, which 
may occur during the transportation of such spirits or while 
the same are lawfully stor^ on either the premises herein 
described. 

Sec. 604. That upon all distilled spirits produced in Floor Tax 
or imported into the United States upon which the internal- on DistUled 
revenue tax now imposed by law has been paid, and which. Spirits 
on the day after the passage of this Act, are held by any person 
and intended for sale or for use in the manufacture or pro- 
duction of any article intended for sale, there shall be levied, 
assessed, collected, and paid a floor tax of $3.20 if intendea 
for sale for beverage purposes or for use in the manufacture 
or production of any article used or intended for use as a 
beverage on each proof gallon, and a proportionate tax at a 
like rate on all fractional parts of such proof gallon. 

Sec. 605. That in addition to the tax imposed by this 
Act on distilled spirits and wines, there shall be levied, 
assessed, collected, and paid, in Ueu of the tax imposed by 
section 304 of the Revenue Act of 1917, a tax of 30 cents Rectified 
on each proof gallon and a proportionate tax at a like rate Spirits 
on all fractional parts of such proof gallon on all distilled 
spirits or wines hereafter rectined, purified, or refined in 
such manner, and on all mixtures hereafter produced in such 
manner, that the person so rectif3diig, purif3dng, refining, 
or mixing the same is a rectifier within the meaning of sec- 
tion 3244 of the Revised Statutes, as amended: Provided, 
That this tax shall not apply to pin produced bv the redis- 
tillation of a pure spirit over juniper berries and other aro- 
matics. 

Upon all such articles heretofore produced, and which Floor Tax 
on the day after the passage of this Act are held by any person 
and intended for sale, there shall l^e levied, assessed, col- 
lected, and paid a floor tax of 15 cents on each proof gallon, and 
a proportionate tax at a like rate on all fractional p£^ts of each 
proof gallon; and all such distilled spirits so held and not 
contained in the distillers' original stamped packages, or in 
bottles or other containers bearing the distillers' original 
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labels, shall for the purpose of this section be regarded as 
rectified spirits. 

When the process of rectification is completed and the 
taxes prescribed by this section have been paid, it shall be un- 
lawful for the rectifier or other dealer to reduce in proof or 
increase in volume such spirits or wine by the adoition of 
water or other substance; nothing herein contained shall, 
however, prevent a rectifier from using again in the process 
of rectification spirits already rectified and upon which the 
taxes have theretofore been paid. 

The taxes imposed by this section shall not attach to 
cordials or liqueurs on which a tax is imposed and paid under 
section 611 or 613, nor to the mixing and blending of wines, 
where such blending is for the sole purpose of perfecting such 
wines according to commercial standards, nor to blends made 
exclusively of two or more pure straight whiskies aged in wood 
for a period not less than four years and without the addi- 
tion of coloring or flavoring matter or an^ other substance 
than pure water and if not reduced below mnety proof: Pro- 
vided, That such blended whiskies shall be exempt from tax 
imder this section only when compounded imder the immedi- 
ate supervision of a revenue officer, in such tanks and imder 
such conditions and supervision as the Commissioner, with 
the approval of the Secretary, may prescribe. 

All distilled spirits or wines taxable under this section 
shall be subject to uniform regulations concerning the use 
thereof in the manufacture, blending, compounding, mixing, 
marking, branding, and sale of whisky and rectified spirits, 
and no discrimination whatsoever shall be made by reason of a 
difference in the character of the material from which same 
may have been produced. 

The business of a rectifier of spirits shall be carried on, 
and the tax on rectified spirits shall be paid, under such 
rules, regulations, and bonds as may be prescribed by the 
Commissioner, with the approval of the Secretary. 

Whoever violates any of the provisions of this section 
shall be deemed to be guilty of a misdemeanor and, upon 
conviction, shall be fined not more than $1,000 or imprisoned 
not more than two years, and shall, in addition, be liable 
to double the tax evaded, together with the tax, to be col- 
lected by assessment or on any bond given. 

Sec. 606. That hereafter collectors shall not furnish 
wholesale liquor dealer's stamps in lieu of and in exchange 
for stamps for rectified spirits unless the package covered by 
stamp for rectified spirits is to be broken into smsuler packages. 

The Commissioner, with the approval of the Secretary, is 
authorized to discontinue the use of the following stsjnps 
whenever in his judgment the interests of Hie Government 
will be subserved thereby: 
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Distillery warehouse, special bonded warehouse, special Diacontinu- 
bonded rewarehouse, general bonded warehouse, general ance of 
bonded retransfer, transfer brandy, export tobacco, export Certain 
cigars, export oleomargarine, and export fermented-liquor Stamps 
stamps. 

Sec. 607. That the Commissioner, with the approval 
of the Secretary, is hereby authorized to require at distiUeries, 
breweries, rectifying houses, and wherever else in his judg- InstaUaHon 
ment sucn action may be deemed advisable, the installation of Appar- 
of meters, tanks, pipes, or any other apparatus for the pur- atiis 
pose of protecting tne revenue, and such meters, tanks, and 
pipes and all necessary labor incident thereto shall be at the 
expense of the person on whose premises the installation is 
required. Any such person refusing or neglecting to install 
such apparatus when so required by the Commissioner shaU 
not be permitted to conduct business on such premises. 

Sec. 608. That there shall be levied and collected on 
all b^r, lager beer, ale. porter, and other similar fermented Fermented 
liquor, containing one-naif of one per centmn, or more, of lAquore 
alcohol, brewed or manufactured and hereafter sold, or re- 
moved for consumption or sale, within the United States, by 
whatever name such liquors may be called, in lieu of the 
internal-revenue taxes now imposed thereon bv law, a tax of 
$6.00 for every barrel containing not more than thirty-one 
gallons, and at a like rate for any other quantity or for the 
fractional parts of a barrel authorized and defined by law, to 
be collected under the provisions of existing law. 

Sec. 609. That from and after the passage of this Act Removal 
taxable fermented liquors may be conveyed without payment Free of Tax 
of tax from the brewery premises where produced to a con- 
tiguous industrial distillery of either class established under 
the Act entitled ''An Act to reduce tariff duties and to provide 
revenue for the Government, and for other purposes," ap- 
proved October 3, 1913, to be used as distilling material, and 
the residue from such distillation, containing less than one- 
half of 1 per centum of alcohol by volume, which is to be used 
in making beverages, may be manipulated by cooling, flav- 
oringj carbonating, settling, and filtering on the distillery 
premises or elsewhere. 

The removal of the taxable fermented liquor from the 
brewery to the distillery and the operation of the distillery 
and the removal of the residue therefrom shall be imder the 
supervision of such officer or officers as the Commissioner shall 
deem proper, and the Commissioner, with the approval of 
the Secretary, is hereby authorized to make such regulations 
from time to time as may be necessary to give force and effect 
to this section and to safeguard the revenue. 

Sec. 610. That natural wine within the meaning of this Natural 
Act shall be deemed to be the product made from the normal Wine 
alcoholic fermentation of the juice of sound, ripe grapes, with- 
out addition or abstraction, except such as may occur in the 
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usual cellar treatment of clarifying and agin^: Provided, haw^ 
ever, That the product made from the juice of souna, ripe 
grapes by complete fermentation of the must under proper 
cellar treatment and corrected by the addition (under the 
supervision of a gauger or storekeeper-eauger in the capacity 
of gauger) of a solution of water and pure cane, b^t, or 
dextrose sugar (containing, respectively, not less thian 95 per 
centum of actual sugar, calculated on a dry basis) to the must 
or to the wine, to correct natural deficiencies, when such addi- 
tion shall not increase the volume of the resultant product 
more than 35 per centum, and the resultant product does not 
contain less than five parts per thousand of acid before fermen- 
tation and not more than 13 per centum of alcohol after com- 
plete fermentation, shall be deemed to be wine within the 
meaning of this Act, and may be labeled, transported, and 
sold as "wine,'' qualified by the name of the locality where 
produced, and may be further qualified by the name of its own 
particular type or variety: And provided further, That wine 
as defined in this section may be sweetened with cane sugar or 
beet sugar or pure condensed grape must and fortified under 
the provisions of this Act, and wines so sweetened or fortified 
shall be considered sweet wine within the meaning of this Act. 

Sec. 611. That upon all still wines, including vermuth, 
and all artificial or imitation wines or compounds sold as still 
wine, which are hereafter produced in or imported into the 
United States, or which on the day after the passage of this 
Act are on any winery premises or other bonded premises or 
in transit thereto or at any customhouse, there shall be levied, 
collected, and paid, in lieu of the internal-revenue taxes now 
imposed thereon by law, taxes at rates as follows, when sold, 
or removed for consumption or sale: 

On wines containing not more than 14 per centum of abso- 
lute alcohol. 16 cents per wine gallon, the per centum of alcohol 
taxable under this section to be reckoned by volume and not 
by weight; 

On wines containing more than 14 per centum and not exceed- 
ing 21 per centmn of absolute alcohol, 40 cents per wine 
gallon; 

On wines containing more than 21 per centum and not 
exceeding 24 per centum of absolute alcohol, $1 per wine 
gallon; 

All such wines containing more than 24 per centum of ab- 
solute alcohol by volume shall be classed as distilled spirits 
and shall pay tax accordingly. 

^ Sec. 612. That under such regulations and official supers 
vision and upon the giving of such notices, entries, bonds, and 
other security as the Commissioner, with the approval of the 
Secretary, may prescribe, any producer of wines defined under 
the provisions of this title, may withdraw from any fruit 
distillery or special bonded warehouse grape brandy, or wine 
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spirits, for the fortification of such wines on the premises 
where actually made: Provided, That there shall be levied and 
assessed against the producer of such wines a tax (in lieu of 
the internal-revenue tax now imposed thereon b^ law) of 60 
cents per proof gallon of grape brandy or wine spirits whenever 
withdrawn and hereafter so used by him in the fortification 
of such wines during the preceding month, which assessment 
shall be paid by him within ten months from the date of 
notice thereof: Provided further , That nothing contained in 
this section shall be construed as exempting any wines, cordials, 
liqueurs, or similar compounds from the payment of any tdix 
providea for in this title. 

Sbc. 613. That upon the following articles which are here- 
after produced in or imported into the United States, or which 
on the day after the passage of this Act are on any winery 
premises or other bonded premises or in transit thereto or at any 
customhouse, there shall be levied, collected, and paid taxes 
at rates as follows, when sold, or removed for consumption 
or sale: 

On each bottle or other container of champagne or Champagne 
sparkling wine, 12 cents on each one-half pint or fraction orSparluing 
thereof; Wine 

On each bottle or other container of artificially carbonated Carbonated 
wine, 6 cents on each one-half pint or fraction thereof; TFtne 

On each bottle or other container of liqueurs, cordials, or Liqueura and 
similar compounds, by whatever name sold or offered for sale. Cordials 
containing sweet wine fortified with grape brandy, 6 cents on 
each one-half pint or fraction thereof. 

The tax imposed by this section shall, in the case of any 
article upon which a corresponding internal-revenue tax is 
now imposed by law, be in Heu of such tax. 

Sec. 614. That upon all articles specified in section 611 or Floor Tax 
613 upon which the mtemal-revenue tax now imposed by law 
has been paid and which are on the day after the passage of 
this Act held by any person and intended for sale, there shall 
be levied, collected, and paid a floor tax equal to the difference 
between the tax imposed by this Act and the tax so paid. 

Sec. 615. That upon all sweet wines held for sale by the 
producer thereof upon the day after the passage of this Act 
there shall be leviea, assessed, collected, and paid a floor tax 
equivalent to 30 cents per proof gallon upon the grape brandy 
or wine spirits used in the fortification of such wine. 

Sec. 616. That the taxes imposed by section 611 or 613 Payment c/ 
shall be paid by stamp on removal of the wines from the Tax by 
customhouse, winery, or other bonded place of storage for Stamps 
consumption or sale, and every person hereafter producing, 
or having in his possession or under his control when this 
title takes effect, anv wines subject to the tax imposed in 
section 611 or 613 shall file such notice, describing the premises Notice, etc, 
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on which such wines are produced or stored; shall execute a 
bond in such form; shall make such inventories under oath; 
and shall, prior to sale or removal for consumption, affix to 
each cask or vessel containing such wine such marks, labels, 
or stamps as the Commissioner, with the approval of the 
Secretary, may from time to time prescribe; and the premises 
described in such notice shall, for the purpose of this Act, 
be regarded as bonded premises. But tne provisions of this 
section, except as to payment of tax and the affixing of the 
required stamps or laods, shall not apply to wines held by 
retail dealers, as defined in section 3244 of the Revised Star- 
tutes, nor, subject to regulations prescribed by the Commis- 
sioner, with the approval of the Secretary, shall the tax 
imposed by section 611 apply to wines produced for the 
family use of the duly registered producer thereof and not 
sold or otherwise removed from the place of manuf actiure and 
not exceeding in any case two himdred gallons per year. 

Sec. 617. That sections 42, 43, and 45 of the Act entitled 
"An Act to reduce the revenue and equalize duties on imports, 
and for other purposes," approved October 1, 1890, asamendea 
by section 68 of the Act entitled "An Act to reduce taxation, 
to provide revenue for the Government, and for other pur^ 
poses," approved August 27, 1894, are further amended to 
read as follows: 

"Sec. 42. That any producer of pure sweet wines may use 
in the preparation of sucn sweet wines, under such regulations 
and after the filing of such notices and bonds, together with 
ttie keeping of such records and the rendition of such reports 
as to mat^als and products as the Conunissioner of Internal 
Revenue, witii the approval of the Secretary of the Treasury, 
ma^r prescribe, wine spirits produced by any duly authorized 
distilfer, and tne Commissioner of Internal Revenue, in detev 
mining the liability of any distiller of wine spirits to assess- 
ment under section 3309 of the Revised Statutes, is authorized 
to allow such distiller credit in his computations for the wine 
spirits withdrawn to be used in fortifymg sweet wines under 
this Act. 

"Sec. 43. That the wine spirits mentioned in section 42 
is the product resulting from the distillation of fermented 
srape juice, to which water may have been added prior to, 
during, or after fermentation, for the sole purpose of facilitating 
the fermentation and economical distillation thereof^ and shau 
be held to include the product from grapes or their residues 
commonly known as grape brandy, and shall include commer- 
cial grape brandy which may have been colored with burnt 
su^r or caramel ; and the pure sweet wines which may be forti- 
fied with wine spirits imder the provisions of this Act is fer- 
mented or partially fermented grape juice only, with tibe usual 
cellar treatment, and shall contain no other substance what- 
ever introduced before, at the time of, or after fermentation, 
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except as herein e^mressly provided: Providedy That the addi- 
tion of pure boilecl or condensed grape must or pure crystal- 
lized cane or beet sugar, or pure dextrose sugar containing, 
respectively, not less Qian 95 per centum of actual sugar, cal- 
culated on a diy basis, or water, or any or all of them, to the 
pure grape juice before fermentation, or to the fermented 
ptroduct of such grape juice, or to both, prior to the fortifica- 
tion herein provided for, either for the purpose of perfecting 
sweet wines according to commercial standards or for me- 
chanical purposes, shall not be excluded by the definition of 
pure sweet wme aforesaid: Provided, however. [That the cane 
or beet sugar, or pure dextrose sugar added for sweetening 
purposes shall not be in excess of 11 per centum of the wei^t 
of the wine to be fortified: And provided further, That the 
addition of water herein authorizea shall be under such regu- 
lations as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may from time 
to time prescribe: Provided, however , That records kept in 
accordance with such regulations as to the percentage of 
saccharine, acid, alcoholic, and added water content of the 
wine offered for fortification shall be open to inspection by 
any official of the Department of Agnculture thereto dulv 
authorized by the Secretary of Agriculture: but in no case shall 
such wines to which water has been added be eligible for 
fortification imder the provisions of this Act. where the same, 
after fermentation ana before fortification, nave an alcoholic 
strength of less than 5 per centum of their volume. 

''Sec. 45. That under such regulations and official super* Withdrawal 
vision, and upon the execution of such entries and the giving of Wine 
of sucn bonds, bills of lading, and other security as the Com- SpirUa 
missioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall prescribe, any producer of 
pure sweet wines as defined by this Act may withdraw wine 
spirits from any special bonded warehouse m original pack- 
ages or from any registered distillery in any quantity not 
less than eighty wine gallons, and may use so much of the 
same as may be required by him under such regulations, 
and after the filling of such notices and bonds and the keep- 
ing of such records and the rendition of such reports as to 
materials and products and the disposition of the same as 
the Commissioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, shall prescribe, in lortifjring 
the pure sweet wines made by nim, and for no other purpose, 
in accordance with the foregoinc limitations and provisions: 
and the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, is authorized whenever he 
shall deem it to be necessary for the prevention of violations 
of this law to prescribe that wine spirits withdrawn under this 
section shall not be used to fortify wines except at a certain 
distance prescribed by him from any distillery, rectifjdng 
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house, winery, or other establishment used for producing or 
storing distilled spirits, or for making or storing wines ouier 
than wines which are so fortified, and that in the building 
in which such fortification of wine is practiced no wines or 
spirits other than those permitted by this regulation shaJl be 
stored in any room or part of the building in which fortifica- 
tion of wines is practiced. The use of wine spirits for the 
fortification of sweet wines imder this Act shall oe under the 
immediate supervision of an officer of internal revenue, who 
shall make returns describing the kinds and quantities of 
wine so fortified, and shall afiSx such stamps and seals to the 
packages containing such wines as ma^ be prescribed by the 
Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury; and the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, 
shall provide by regulations the time within which wines 
so fortified with the wine spirits so withdrawn may be sub- 
ject to inspection, and for final accounting for the use of such 
wine spirits and lor rewarehousing or for payment of the tax 
on an>[ portion of such wine spirits which remain not used in 
fortifying pure sweet wines." 

Sec. 618. (a) That under such regulations and upon the 
execution of such notices, entries, bonds, and other security as 
the Commissioner, with the approval of the Secretary, 
ma}r prescribe, domestic wines subject to the tax imposed bv 
section 611 may be removed from the winery where producea, 
free of tax, for storage on other bonded premises or from such 
premises to other bonded premises (but not more than one 
such additional removal shall be allowed), or for exportation 
from the United States or for use as distilling material at any 
regularly registered distillery: Provided, hoioever, That tibe 
distiller using any such wine as material shall, subject to the 
provisions of section 3309 of the Revised Statutes, as amended, 
be held to pay the tax on the product of such wines as will 
include both the alcoholic strength therein produced by fer- 
mentation and that obtained from the brandy or wine spirits 
added to such wines at the time of fortification. 

Production (b) Under regulations prescribed by the Commissioner 

of Grape with the approval of the Secretary, it shall be lawful to pro- 

Wine duce grape wines on bonded winery premises bv the usual 

method, and to transport and use the same, ana like wines 

heretofore produced and now stored on bonded winery 

Premises, as distilling material for the production of non- 
everage spirits and the production of nonalcoholic wines, 
containing less than ^ of 1 per centum of alcohol by 
volume, in any fruit brandy or industrial distillery: ProvideoL 
Tha.t all alcoholic spirits so obtained at any industrial 
distillery shall be denatured, and all spirits so obtained 
at any fruit distillery shall be removed and used only for 
nonbeverage purposes or for denaturation, 
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Sec. 619. That the collection of the tax on imported CoUecHon 

BtSl wines, including vermuth, and sparkline wines, includ- of Tax on 

ing champagne, and on import^ liqueurs, cordials, and similar Imported 

compounds, may be made within the discretion of the Com- Wines 
missioner, with the approval of the Secretary, by assess- 
ment instead of by stamps. 

Sec. 620. That whoever evades or attempts to evade Penalty 
any tax imposed by sections 611 to 615, both inclusive, or 
any requirement of sections 610 to 621, both inclusive, or 
regulation issued pursuant thereto, or whoever, otherwise tnan 
as provided in such sections, recovers or attempts to recover 
any spirits from domestic or imported wine, or whoever recti- 
fies, mixes, or compounds with distilled spirits any domestic 
wines, other than in the manufacture of liqueurs, cordials. 
or similar compounds, shall, on conviction, be punished 
for each such offense by a fine of not exceeding $5,000, or 
imprisonment for not more than five years, or boUi, and in 
addition thereto by a penalty of double the tax evaded, or 
attempted to be evaded, to be assessed and collected in the 
same manner as taxes are assessed and collected, and all 
wines, spirits, liqueurs, cordials, or similar compounds as to 
which such violation occurs shall be forfeited to the United 
States. But the provisions of this section and the provisions 
of section 3244 of the Revised Statute, as amended, relating 
to rectification, or other internal-revenue laws of the United 
States, shall not be held to apply to or prohibit the mixing or 
blending of wines subject to tax under the provisions of sec- 
tions 611 to 615, both inclusive, with each other or with 
otiier wines for the sole purpose of perfecting such wines 
according to commercial standards: Provided^ That nothing 
^herein contained shall be construed as prohibiting the use of 
tax-paid grain or other ethyl alcohol in the fortification of 
sweet wines as defined in section 610 of this Act and section 
43 of the Act entitled, "An Act to reduce the revenue and 
equalize duties on imports, and for other purposes," approved 
October 1, 1890, as amended by this Act. 

Sec. 621. That the Commissioner, by regulations to be InataUation 
approved by the Secretary, may require the use at each fruit of MeterSf 
distillery of such spirit meters, and such locks and seals to be etc, 
affixed to fermenters, tanks^ or other vessels and to such pii 
connections as may in his judgment be necessary or exoec 
ent, and is hereby authorized to assign to any such (ustil- 
lery and to each winery where wines are to be fortified such 
number of gangers or storekeeper-eaugers in the capacity 
of gangers as may be necessary for me proper supervision of 
the manufacture of brandy or the making or fortifying of 
wines subject to tax imposed by this section; and the com- 
pensation of such officers shall not exceed $5 per diem while 
so assigned, together with their actual and necessary travel- 
ing expenses, and also a reasonable allowance for their board 
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bills, to be fixed by the Commissioner, with the approval of 
the Secretary, but not to exceed $2.50 per diem for such board 
bills. 
Allowance Sec. 622. That the Ck>nmiissioner, with the approval 

of the Secretary, is hereby authorized to make such allow- 
ances for unavoidable loss of wines while on storage or during 
cellar treatment as in his judgment may be just and proper. 

Sec. 623. That the second paragraph of section 3264 
of the Revised Statutes, as amended by section 5 of the Act 
of March 1, 1879, and as further amended by the Act of 
June 22, 1910, be amended so as to read as follows: 

"In all surveys forty-five gallons of mash or beer brewed 
or fermented from grain shall represent not less than one 
bushel of grain, and seven gallons of ma^ or beer brewed 
or fermented from molasses shaU represent not less than 
one gallon of molasses, except in distilleries operated on the 
\ sour-mash principle, in which distilleries sixty gallons of 
beer brewed or fermented from grain shall represent not less 
than one bushel of grain, and except that in distilleries where 
the filtration-aeration process is used, with the approval of 
the Commissioner of Internal Revenue; tibat is, where the 
mash after it leaves the mash tub is passed through a fiiltering 
machine before it is run into the fermenting tiu>, and only 
the filtered liquor passes into the fermenting tub, there 
shall hereafter oe no limitation upon the numl^r of gallons 
of water which may be used in the process of mashing or 
filtration for fermentation; but the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, 
in order to protect the revenue, shall be authorized to pre- 
scribe by regulation, to be maae by him, such character of 
survey as he may find suitable for distilleries using such 
filtration-aeration process. The provisions hereof relating 
to filtration-aeration process shall apply only to sweet-mash 
distilleries." 

Sec. 624. That under such regulations as the Commis- 
sioner, with the approval of the Secretaiy, may prescribe, 
alcohol or other distilled spirits of a proof strength of not 
less than one hundred and eighty degrees intended for ex- 
port free of tax may be drawn from receiving cisterns at 
any distillery, or from storage tanks in any distillery ware- 
house, for transfer to tanks or tank cars for export from the 
United States, and all provisions of existing law relating 
to the exportation of distilled spirits not inconsistent here- 
with shall apply to spirits removed for export under the 
provisions of this Act. 

Sec. 625. That section 3255 of the Revised Statutes as 
amended by the Act of June 3, 1896, and as further amended 
by the Act of March 2, 1911, be further amended so as to 
read as follows: 

"Sec. 3255. The Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may ex- 
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empt distillers of brandy made exclusively from apples, 
peaches, grapes, pears, pineapples, oranges, apricots, berries, 
plums, pawpaws, persmunons, prunes, figs, or cherries from 
any provision of this title relating to the manufacture of 
spirits, except as to the tax thereon, when in his jud^ent 
it may seem expedient to do so : Provided, That where, m the 
manufacture of wine, artificial sweetening has been used the 
wine or tiie fruit pomace residumn may be used in the distil- 
lation of brandy, and such use shall not prevent the Commis- 
sioner of Internisd Revenue, with the approval of the Secretary 
of the Treasury, from exempting such distiller from any pro- 
vision of this title relating to the manufactiu*e of spirits, 
except as to the tax thereon, when in his judgment it may 
seem expedient to do*!:so: And provided further, That the 
distillers mentioned in this section may add to not less than 
five hundred gallons (or ten barrels) of grape cheese not more 
than five hundred gallons of a sugar solution made from cane, 
beet, starch, or com sugar, 95 per centum piu*e, such sol- 
ution to have a saccharine strength of not to exceed 10 per 
centum, and may ferment the resultant mixture on a winery 
or distillery premises, and such fermented product shaU be 
regarded as distilling material." 

Sec. 626. That distilled spirits known commercially as BotJQmg 
gin of not less than 80 per centmn proof may at any time of Gin 
within eight years after entry in bond at any distillery be 
bottled in bond at such distillery for export without the pay- 
ment of taXj under such rules and regulations as the Com- 
missioner, with the approval of the Secretary, may prescribe. 

Sec. 627. That section 3354 of the Revised Statutes as 
amended by the Act approved June 18, 1890, be, and is hereby, 
amended to read as follows: 

"Sec. 3354. Every person who withdraws any fermented Penalty 
liquor from any hogshead, barrel, keg, or other vessel upon 
which the proper stamp has not been afQxed for the purpose 
of bottling the same, or who carries on or attempts to carry 
on the business of bottling fermented liguor in any brewery 
or other place in which fermented Ucjuor is made, or upon any 
premises having communication with such brewery, or any 
warehouse, shall be liable to a Gne of $500, and the property 
used in such bottling or business shall be liable to forfeiture: 
Provided, however^ That this section shall not be construed 
to prevent the withdrawal and transfer of unfermented, par- 
tiafly fermented, or fermented liquors from any of the vats in 
any brewery by way of a pipe line or other conduit to another 
building or place for the sole purpose of bottling the same, 
such pipe line or conduit to be constructed and operated in 
such maimer and with such cisterns, vats, tanks, valves, cocks, 
fai|cets, and gauges, or other utensils or apparatus, either on 
the premises of the brewery or the bottling house, and with 
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such changes of or additions thereto, and such locks^ seals, 
or other fastenings, and under such rules and regulations as 
shall be from time to time prescribed by the Commissioner of 
Internal Revenue, subject to the approval of the Secretary 
of the Treasury, and all locks and seals prescribed shall be 
provided by the Commissioner of Internal Revenue at the 
expense of the United States: Provided further, That the tax 
imposed in section 3339 of the Revised Statutes shall be paid 
on all fermented liquor removed from a brewery to a botuing 
house by means oi a pipe or conduit, at the time of suc£ 
removal; b^r the cancellation and defacement, by the collector 
of the district or his deputy, in the presence of the brewer, of 
the number of stamps denoting the tax on the fermented 
liquor thus removed. The stamps thus canceled and defaced 
shall be disposed of and accounted for in the maimer directed 
by the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury. And any violation of the 
rules and regulations hereafter prescribed by the Commissioner 
of Internal Revenue, with the approval of the Secretary of 
the Treasury, in pursuance of these provisions, shall be sub- 
ject to the penalties above provided oy this section. Every 
owner, agent, or superintendent of any brewery or bottling 
house who removes, or connives at the removal of, any fer- 
mented liquor through a pipe line or conduit, without pay- 
ment of the tax thereon, or who attempts in any manner to 
defraud tlie revenue as above, shall forfeit all the liquors made 
by and for him, and all the vessels, utensils, and apparatus 
used in making the same.'' 

Sec. 628. That there shall be levied, assessed, collected, 
and paid in lieu of the taxes imposed by sections 313 and 315 
of the Revenue Act of 1917 — 

(a) Upon all beverages derived wholly or in part from 
cereals or substitutes therefor, and containing less than one- 
half of one per centum of alcohol, sold by the manufacturer, 
producer, or importer, in bottles or other closed containers, 
a tax equivalent to 15 per centum of the price for which so 
sold; and upon all unfermented grape juice, ginger ale, root 
beer, sarsaparilla. pop, artificial mineral waters (carbonated 
or not carbonatea), other carbonated waters or beverages, and 
other soft drinks sold by the manufacturer, producer, or im- 
porter, in bottles or other closed containers, a tax equivalent 
to 10 per centum of the price for which so sold; and 

(b) Upon all natural mineral waters or table waters, sold 
by tiie producer, bottler, or importer thereof, in bottles or 
other closed containers at over 10 cents per gallon, a tax of 
2 cents per gallon. 

Sec. 629. That each manufacturer, producer, bottler, or 
importer of any of the articles enumerated in section 628 snail 
miuce monthly returns under oath in duplicate and pay the 
taxes imposed in respect to such articles by such section to 
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the collector for the district in which is located the principal 
place of business, containing such information necessary for 
the assessment of the tax, and at such times and in such 
manner as the Commissioner^ with the approval of the Secre- 
tary, may by regulation prescribe. 

The tax shall, without assessment by the Commissioner or Payment 
notice from the collector, be due and payable to the collector of Tax 
at the time so fixed for filing the return. If the tax is not paid 
when due, there shall be added as part of the tax a penalty 
of 5 per centum, together with interest at the rate of 1 per 
centiun for each full month, from the time when the tax oe- 
came due. 

Sec. 630. That on and after May 1, 1919, there shall be 
levied, assessed, collected, and paid a tax of 1 cent for each 10 
cents or fraction thereof of the amount paid to any person con- 
ducting a soda fountain, ice-cream parlor, or other similar 
place of business, for drinks commonly known as soft drinks, Soda Water 
compoimded or mixed at such place of business, or for ice and Ice 
cream, ice-cream sodas, sundaes, or other similar articles of Cream 
food or drink, when any of the above are sold on or after such 
dftte for consumption in or in proximity to such place of busi- 
ness. Such tax shall be paid by the purchaser to the vendor 
at the time of the sale and shall be collected, returned, and paid 
to tiie United States by such vendor in the same manner as 
provided in section 502. 
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Title VII. 
Cigars, Cigarettes and Tobacco* 

In lieu of Taxes heretofore Imposed 
(Effective Day after Passage of Act) 

Summary 

Cigars tax 

Manufactured in or imported into U. S. and sold, 
or removed for consumption or sale. {Sec, 700-a) 
Weighing not more than S lbs. per 1,000 — ^per 
1,000 $1.50 

Weighing more than 3 lbs. per 1,000: 

If manufactured or imported to retail at 
Not more than 5c. each — ^per 1,000 4 . 00 

More than 5c. and not more than 8c. each — 
per 1,000 6.00 

More than 8c. and not more than 15c. each — 
per 1,000 9.00 

More than 15c. and not more than 20c. each — 
per 1,000 12.00 

More than 20c. each 15 .00 

Cigarettes 

Manufactured in or imported into U. S. and sold, 
or removed for consiunption or sale. {Sec. 700-a) 
Weighing not more than 3 lbs. per 1,000, per 
1,000 3.00 

Weighing more than 3 lbs. per 1,000, per 1,000 7.20 

Cigarettes (including small cigars weighing not more than 
3 lbs. per 1,0(X)) shall be put up in packages containing 5, 8, 
10, 12, 16, 16, 20. 24, 40, 50, 80 or 100, and manufacturers 
shall afifiz and cancel stamps denoting payment of tax; dgaz^ 
ettes imported shall be stamped and stamps cancelled, in adr 
dition to the import stamps, before withdrawn. (See. 
700-d.) 

*Tax applies to dgars and cigarettes made of tobacco or any 
substitute. 

The word "retail *' as used in regard to cigars means the 
ordinanr retail price of a single cigar. (Sec. 700-b.) 

The Commissioner may require manufacturers or importers 
to affix to each container, a conspicuous label indicating the 
clause of Sec. 700 under which the cigars have been tax-paid, 
which must correspond with the tax-paid stamp. (Sec. 
700-c.) 

Tax to be paid by manufacturer or importer under the 
provisions of existing law. (700-a.) 

[148] 



TAX 

Tobacco and Snuff (Sec, 701) 

Manufactured in or imported into the U. S. and 
sold, or removed for consumption or sale, per lb. $ . 18 

The manufacturer shall put up all tobacco^ prepared for re- 
moval for sale or consumption in accordance with the provisions 
of R. S. Sec. 3362. (Sec. 701-b.) 

Floor Tax 

AU articles, heretofore listed, manufactured or 
imported and removed from factory or custom 
house on or before passage of this Act and upon 
which tax imposed by existing law has been paid 
and which are on the day after passage of this 
Act held by a person, intending to sell, are sub- 
ject to a floor tax equal to the difference between 
(a) the tax imposed by this Act, and (b) the 
tax imposed by existing law, other than section 
403 of the Act of October 3, 1917. (Sec. 702.) 

Cigarette Papers and Tubes 

Made up in or imported into the U. S. and sold to 
any person other than a manufacturer for the 
purpose of manufacture. (Sec. 703.) 

Papers upon each package, book or set con- 
taining 
Over 25 and not over 50 papers . 005 

Over 50 and not over 100 papers . 01 

Over 100, for each 50 papers or fraction .005 

Tubes, for each 50 tubes or fraction .01 

Cigarette manufactmrers, purchasing papers made up into 
tubes shall ^ve bond that they will use such tubes in the manu- 
fecture of cigarettes, or pay the tax imposed, as above. They 
shall keep such records and render such returns as the Conmiis- 
aoner may prescribe, in order to show the disposition of such 
tubes. (Sec. 703.) 



Text of Law.— Title VII 

Sec. 700. (a) That upon cigars and cigarettes manufac- 
tured in or imported into the United States, and hereafter 
sold by the manufacturer or importer, or removed for con- 
sumption or sale^ there shall be levied, collected, and paid 
under the provisions of existing law, in lieu of the intemal- 
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revenue taxes now imposed thereon by law, the following taxes, 
to be paid by the manufacturer or importer thereof — 

On cigars of all descriptions made of tobacco, or any sub- 
stitute therefor, and weighing not more than three pounds per 
thousand, $1.50 per thousand; 

On cigars made of tobacco, or any substitute therefor, and 
weighing more than three pounds per thousand, if manufac- 
ture or imported to retail at not more than 5 cents each, $4 
per thousand; 

If manufactured or imported to retail at more than 5 cents 
each and not more than 8 cents each, $6.00 per thousand; 

If manufactured or imported to retail at more than 8 cents 
each and not more than 15 cents each, $9 per thousand; 

If manufactured or imported to retail at more than 15 cents 
each and not more than 20 cents each, $12 per thousand; 

If manufactured or imported to retail at more than 20 cents 
each, $15 per thousand; 

On cigarettes made of tobacco, or anv substitute therefor, 
and weighing not more than three poimcfe per thousand, $3.00 
per thousand; 

Weighing more than three poimds per thousand, $7.20 per 
thousand. 

(b) Whenever in this section reference is made to cigars 
manufactured or imported to retail at not oyer a certain price 
each, then in determining the tax to be paid regard shall be 
had to the ordinary retail price of a single cigar. 

(c) The Commissioner may, by regulation, require the 
manufacturer or importer to amx to each box, package, or 
container a conspicuous label indicating the clause of this 
section under wmch the cigars therein contained have been 
tax-paid, which must correspond with the tax-paid stamp on 
such box or container. 

(d) Every manufacturer of cigarettes (including small 
cigars weighmg not more than three poimds per thousand) 
shaU put up all the cigarettes and such small cigars that he 
manufactures or has manufactured for him, and sells or re- 
moves for consumption or sale, in packages or parcels con- 
taining five, eight, ten, twelve, fifteen, sixteen, twenty, twenty- 
four, forty, fifty; eighty, or one hundred cigarettes each, and 
shall securely amx to each of such packages or parcels a suit- 
able stamp denoting the tax thereon and shall properly cancel 
the same prior to such sale or removal for consumption or sale 
under such regulations as the Commissioner, with the ap- 
proval of the Secretary, shall prescribe; and all cigarette im- 
ported from a forei^ coimtry shall be packed, stamped, and 
the stamps canceled in a like manner, in addition to the import 
stamp indicating inspection of the customhouse before uiey 
are withdrawn therefrom. 

Sec. 701(a). That upon all tobacco and snuff manu- 
factured in or imported into the United States, and hereafter 
sold by the manufacturer or importer, or removed for oon- 
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sumptioii or sale, there shall be levied, collected, and paid, in 
lieu of the internal-revenue taxes now imposed thereon by 
law, a tax of 18 cents per pound, to be paid by the manu- 
factiurer or importer thereof. 

(br) Section 3362 of the Revised Statutes, as amended, is 
hereby amended to read as foUows: 

"Sec. 3362. All manufactured tobacco shall be put up Packages of 
and prepared by the manufacturer for sale, or removal for sale Tobacco 
or consumption, in packages of the following description and 
in no other manner: 

''All smoking tobacco, snuff, fine-cut chewing tobacco, 
all cut and granulated tobacco, all shorts, the refuse of fine- 
cut chewing, which has passed through a riddle of thirty-six 
meshes to the square inch, and all refuse scraps, clippmgs, 
cuttings, and sweepings of tobacco, and all other kinds of to- 
bacco not otherwise provided for, in packages containing one- 
ei^th of an ounce^ three-eighths of an ounce, and further 
packages with a difference between each package and the one 
next smaller of one-eighth of an ounce up to and including 
two ounces, and further packages with a difference between 
each package and the one next smaller of one-fourth of 
an oimce up to and iQcluding four ounces, and packages of 
five oimces, six ounces, seven ounces, eight ounces, ten ounces, 
twelve ounces, fourteen ounces, and sixteen ounces: Pro^ 
vided, That snuff may, at the option of the manufacturer, be 
put up in bladders and in jars containing not exceeding 
twenty pounds. 

"All cavendish, plug, and twist tobacco, in wooden pack- 
i^es not exceeding two hundred pounds net weight. 

"And every such wooden package shall have printed or 
marked thereon the manufacturer's name and place of manu- 
facture, the registered number of the manufactory, and the 
gross weight, the tare, and the net weight of the tobacco in 
each pacEage: Provided, That these limitations and descrip- 
tions of packages shaU not apply to tobacco and snuff trans- 
ported in bond for exportation and actually exported: And 
provided further, That perique tobacco, snuff noiu*, fine-cut 
shorts, the refuse of fine-cut chewing tobacco, refuse scrapjs, 
cliiypings, cuttings, and sweepings of tobacco, may be sold in 
bulk as material, and without the payment of tax, by one 
manufacturer directly to another manufacturer, or for export, 
imder such restrictions, rules, and regulations as the Commis- 
sioner of Internal Revenue may prescribe: And provided 
further, That wood^ metal, papjer, or other materials may be 
used separately or m combination for packing tobacco, snuff, 
and cigars, under such regulations as the Commissioner of 
Intemu Revenue may establish." 

Sec. 702. That upon all the articles enumerated in Floor Tax 
section 700 or 701, which were manufactured or imported, 
and removed from factory or customhouse on or prior to the 
date of the passage of this Act, and upon which the .tax im- 
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posed by existing law has been paid, and which are, on the 
day after the passage of this Act, held by any person and 
intended for sale, there shall be levied, assessed, collected, 
and paid a floor tax equal to the difference between (a) the 
tax imposed by this Act upon such articles according to the 
class in which they are placed by this title, and (b) the 
tax imposed upon such articles by existing law other than 
section 403 of the Revenue Act of 1917. 

Sec. 703. That there shall ,be levied, collected, and 
paid, in lieu of the taxes imposed by section 404 of the Rev- 
enue Act of 1917, upon cigarette pai)er made up into pack- 
ages, books, sets, or tubes, made up in or imported into tibe 
United States and hereafter sold by the manufacturer or 
importer to any person (other than to a manufacturer of 
cigarettes for use oy him in the manufacture of cigarettes) 
the following taxes, to be paid by the manufacturer or im- 
porter: On each package, book, or set, containing more than 
twenty-five but not more than fifty papers, J^ cent; containing 
more than fifty but not more than one hundred papers. 1 cent; 
containing more than one hundred papers, l^ cent lor each 
fifty papers or fractional part thereof; and upon tubes, 1 cent 
for each fifty tubes or fractional part thereof. 

Every manufacturer of ciearettes pmrchasing anv ciga- 
rette paper made up into tubes (a) snail give bond in an 
amount and with sureties satisfactory to the Commissioner 
that he will use such tubes in the manufacture of cigarettes 
or pay thereon a tax equivalent to the tax imposed by this 
section, and (b) shall keep such records and render imder 
oath such returns as the Commissioner finds necessary to 
show the disposition of all tubes purchased or imported by 
such manufacturer of cigarettes. 

Sec. 704. That section 35 of the Act entitled "An Act 
to provide revenue, equalize duties and encourage the indus- 
tries of the United States, and for other purposes," approved 
August 5, 1909, be, and is hereby, repealed, to take effect 
April 1, 1919. 

That section 3360 of the Revised Statutes be, and is hereby 
amended to read as foUows: 

"Sec. 3360. (a) Everv dealer in leaf tobacco shall file 
with the collector of the district in which his business is 
carried on, a statement in duphcate, subscribed under oath, 
setting forth the place, and if in a city, the street and number 
of the street, where his business is to be carried on, and the 
exact location of each place where leaf tobacco is held by him 
on storage, and, whenever he adds to or discontinues any of 
his leaf tobacco storage places, he shall give inmiediate notice 
to the collector of the district in wliich he is registered. 

"Every such dealer shall give a bond wiOi sm-ety, satis- 
factory to, and to be approved by, the collector of the district, 
in such penal sum as the collector may require, not less than 
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$500; and a new bond ma^ be required in the discretion of the 
collector or under instructions of the Commissioner. 

"Every such dealer shall be assigned a number by the Assignment 
collector of the district, which number shall appear in every of Number 
inventory, invoice and report rendered by the dealer, who 
shall also obtain certificates from the collector of the district 
setting forth the place where his business is carried on and the 
places designated by the dealer as the places of stora^ of his 
tobacco, which certificates shall be posted conspicuously 
within the dealer's registered place of business, and within 
each designated place of storage. 

" (b) Every dealer in leaf tobacco shall make and deliver Inventory 
to the collector of the district a true inventory of the quantity 
of the different kinds of tobacco held or owned, and where 
stored by him, on the first day of January of each year, or at 
the time of commencing and at the time of concluding business, 
if before or after the first day of January, such inventory to 
be made under oath and rendered in such form as may be 
prescribed by the Commissioner. 

"Every dealer in leaf tobacco shall render such invoices Records 
aiid keep such records as shall be prescribed by the Commis- 
sioner, and shall enter therein, day by day, and upon the 
same day on which the circumstance, thing or act to be re- 
corded is done or occurs, an accurate account of the number 
of hogsheads, tierces, cases and bales, and quantity of leaf 
tobacco contained therein, purchased or received by him. on 
assignment, consignment, for storage, by transfer or other- 
wise, and of whom purchased or received, and the number of 
hogsheads, tierces, cases and bales, and the quantity of leaf 
tobacco contained therein, sold by him, with the name and 
residence in each instance of the person to whom sold, and if 
shipped, to whom shipped^ and to what district; such records 
shall be kept at his place oi business at all times and preserved 
for a period of two years, and the same shall be open at all 
hours for the inspection of any internal-revenue officer or 
agent. 

"Every dealer in leaf tobacco on or before the tenth Monthly 
day of each month, shall furnish to the collector of the district Report 
a true and complete report of all purchases, receipts, sales 
and shipments of leaf tobacco made by him during the month 
next preceding, which report shall be verified and rendered 
in such form as the Commissioner, with the approval of the 
Secretar3r, shall prescribe. 

" (c) sales or shipments of leaf tobacco by a dealer in Sales and 
leaf tobacco shall be m quantities of not less thtm a hogshead, Shipments 
tierce, case, or bale, except loose leaf tobacco comprising the 
breaks on warehouse floors, and except to a duly registered 
manufacturer of cigars for use in his own manufactory ex- 
clusively. 

"Dealers in leaf tobacco shall make shipments of leaf 
tobacco only to other dealers in leaf tobacco, to registered 
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manufacturers of tobacco, snuff, cigars or cigarettes, or for 
export. 

(d) Upon all leaf tobacco sold, removed or shipped by 
any dealer in leaf tobacco in violation of the provisions of 
subdivision (c), or in respect to which no report has been made 
by such dealer in accordance with the provisions of subdivision 
(b), there shall be levied, assessed, collected and paid a tax 
eqiial to the tax then in force upion manufactured tobacco, 
such tax to be assessed and collected in the same manner as the 
tax on manufactured tobacco. 

'' (e) Every dealer in leaf tobacco 
PenaUy "(l) who neglects or refuses to furnish the statement, 

to give bond, to keep books, to file inventonr or to render the 
invoices, returns or reports required by tne Commissioner, 
or to notify the collector of the district of additions to his 
places of storage; or 

" (2) who uiips or delivers leaf tobacco, except as herein 
provided; or 

" (3) who fraudulently omits to account for tol>acoo pur- 
chased, received, sold, or shipped; 

shall be fined not less than $100 or more than $500, or im- 
prisoned not more than one year^ or both. 

''(f) For the purposes of this section a farmer or grow 
of tobacco shall not be regarded as a dealer in leaf tobacco in 
respect to the leaf tobacco produced by him." 
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Title Vin. — ^Tax on Admissions* 

and Dues 

In lieu of Tax Imposed by Act of October 3, 1917 
(Effective April 1, 1919) 

Summary 

ADMISSIONS 



TAX 

Admibsionb — ^Persons paying admission. (Sec, 800-a, 

par, 1.) Per each 10c. or fraction $.01 

Persons admitted free, or at reduced rates, (except 
employees, mmiicipal officers on official business, 
persons in the militaiy or naval forces of the 
United States, when in uniform, or children under 
12 years {Sec. 800-a, j)ar, 2) per each 10c. charged 
for similar admissions .01 

An additional tax is levied on thie amount paid 
for tickets to places of amusement sold in excess 
of the regular price at places other than ticket 
offices of such amusements, (Sec, 800-a, par, 3) 
if excess is: 

Not over 50c., on such excess 5% 

Over 50c., on such excess 50% 

Sold by proprietors or employees of such amuse- 
ments for an amount in excess of regular price, 
(Sec, 800-a, par, 4) on such excess 50% 

*Notb: No tax Bhall be levied where all the proceeds inure 
to the benefit of reli^ous, educational or charitable organiiar 
tionB, societies or institutions, or societies for the prevention of 
cnwlty to children and animals; or organisations conducted for 
the sole purpose of maintaining symphony orchestras and re- 
oeiving substantial sup^rt from voluntary contributions, none 
of the profits of which inure to members, or exclusively to the 
benefit of persons in the military or naval forces of the United 
States, or on admisdons to agricultural fairs. (Sec. 800-b.) 

The regular price of tickets, exclusive of tax, and name of 
vendor must indelibty appear thereon. Any one selling such 
tickets not so marked is subject to fine of $100. (Sec. 800-d.) 

Persons or organisations receiving payments of admissions, 
or admitting persons free, shall collect taxes from persons so 
admitted. (Sec. 802), make monthly reports, ana pay the 
taxes so collected to Collector of Internal Revenue. (Sec. 502.) 

Admission includes seats and tables, reserved or otherwise, 
and other acconmiodations, and Uie charges made therefor. 
(See. 800-c.) 
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TAX 

Cabarets or similar entertainments to which 
the charge for admission is wholly or in part 
included in the price paid for refreshment, service 
or merchandise {Sec. 800-a, j)ar, 6) per each 10c. 
or fraction $.01}^ 

The amount paid for such admission is deemed to be 20^ of 
amount paid for refreshment, service, and merchandise. — (See. 
800-a, par. 6.) 

Boxes or Seats, for permanent use on the amoimt 
for which a similar box or seat is sold for each 
performance at which the box or seat is used or 
reserved, {Sec. 800-a, par, 5) 10% 

DUES 

Dues or Membership Fees, in social, athletic, or 
sporting clubs, where the active resident annual 
dues are over $10.00 (iSec.SOl-a) on amount thereof 10% 

Initiation Fees to such organization if (1) same 
are over $10.00 or (2) active resident annual dues 
are over $10.00 {Sec. 801-b) on amount thereof 10% 

Life Mebibershifs, members are taxed annually 
at the same time and for a like amount as active 
resident annual members. {Sec. 801-b.) 

Dues to fraternal societies, operating under the lod^ system, 
are exempt. (Sec. 801-b.) 

Persons in orsanisations receiving pasrments of dues, or organi- 
sations having uf e members, shall collect taxes from the person 
pasdng dues and from the life members (Sec. 802), and shall 
make monthly reports and pay the taxes so collected to the 
CoUector. (Sec. 502.) 

Text of Law— Title VIII 

Sec. 800. (a) That from and after April 1, 1919, there shall 
be levied, assessed, collected, and paid,^in heu of the taxes 
imposed by section 700 of the Revenue Act of 1917— 
RcAe of {!) A tax of 1 cent for each 10 cents or fraction thereof 

Tax of the amount paid for admission to any place on or after 

such date, including admission by season ticket or subscrip- 
tion, to be paid by the person pavmg for such admission; 
(2) In the case of persons (except bona fide employees, 
Persona municipal officers on omcial business, persons in the mihtary 

Admitted or naval forces of the United States when in uniform, and 
Free children under twelve years of age) admitted free or at re- 
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duoed rates to any place at a time when and under circum- 
stances under whicn an admission charge is made to other 
persons, a tax of 1 cent for each 10 cents or fraction thereof 
of the price so charged to such other persons for the same or 
BitnilRr accommodations, to be paid by the person so ad- 
mitted; 

(3) Upon tickets or cards of admission to theaters, operas,. Tickets Sold 
and other places of amusement, sold at news stands, hotels, at other 
and places other than the ticket offices of such theaters, than Place of 
operas, or other places of amusement, at not to exceed 50 Amtisement 
cents in excess of the sum of the established price therefor at 

such ticket offices plus the amount of any tax imposed under 
paragraph (1). a tax equivalent to 5 per centmn of the 
amount of sucn excess; and if sold for more than 50 cents in 
excess of the siun of such established price plus the amount of 
any tax imposed imder paragraph (1), a tax equivalent to 
50 per centum of the whole amount of such excess, such taxes 
to oe returned and paid, in the manner provided in section 
903, by the person selling such tickets; 

(4) A tax equivalent to 50 per centum of the amount for Tickets Sold 
which the proprietors, managers, or employees of any opera in Excess of 
hoiise, theater, or other place of amusement sell or dispose of Regular 
tickets or cards of admission in excess of the regular or estab- Price 
lished price or charge therefor, such tax to be returned and 

paid, in the manner provided in section 903, by the person 
selling such tickets; 

(5) In the case of persons having the permanent use of Seais and 
boxes or seats in an opera house or any place of amusement Boxes for 
or a lease for the use of such box or seat m such opera house Pemyment 
or place of amusement (in heu of the tax imposed by para- Use 
graph (1), a tax equivalent to 10 per centum of the amoimt 

tor which a similar dox or seat is sold for each performance or 
exhibition at which the box or seat is used or reserved by 
or for the lessee or holder, such tax to be paid by the lessee 
or holder; and 

(6) A tax of IJ^ cents for each 10 cents or fraction thereof Cabarets^ 
of the amount paid for admission to any public performance for and Roof 
profit at any roof garden, cabaret, or other similar entertain- Gardens 
ment, to which the char^ for admission is wholly or in part 
included in the price paid for refreshment, service, or mer- 
chandise; the amount paid for such admission to be deemed 

to be 20 per centum of the amount paid for refreshment, 
service, and merchandise; such tax to be paid by the person 
paying for such refreshment, service, or merchandise. 

(b) No tax shall be levied under this title in respect to any 
admissions all the proceeds of which inure exclusively to the 
benefit of reUgious, educational, or charitable institutions, Religious 
societies, or organizations, societies for the prevention of cm- and Char^ 
elty to children or animals, or exclusively to the benefit of Hable Enter- 
organizations conducted for the sole purpose of maintaining tainments 
symphony orchestras and receiving substantial support from 
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voluntary contributions, none of the profits of which are dis- 
tributed to members of such orsanizations, or exclusively to 
the benefit of persons in the nmitajy or naval forces of the 
United States, or admissions to agricultural fairs none of the 
profits of which are distributed to stockholders or members of 
the association conducting the same. 

(c) The term "admission'' as used in this title includes 
seats and tables, reserved or otherwise, and other similar 
accommodations, and the charges made therefor. 

(d) The price (exclusive of the tax to be paid h^ the per- 
son paying for admission) at which everv admission ticket 
or card is sold shall be conspicuously and indelibly printed, 
stamped, or written on the face or back thereof, together with 
the name of the vendor if sold other than at tne ticket office 
of the theater, opera^ or other place of amusement. Whoever 
sells an admission ticket or card on which the name of the 
vendor and price is not so printed^ stamped, or written, or 
at a price in excess of the price so prmted, stamped, or written 
tiiereon, is suilty of a misdemeanor, and upon conviction 
thereof shall be fined not more than $100. 

Sec. 801. That from and after April 1, 1919, there shall be 
levied, assessed, collected, and paid, in lieu of the taxes imposed 
by section 701 of the Revenue Act of 1917, a tax eouivalent to 
10 per centum of any amount paid on or after such date, for 
any period after such date, (a) as dues or membership fees 
(where the dues or fees of an active resident annual member 
are in excess of $10 per year) to any social, athletic, or sporting 
dub or organization; or (b) as initiation fees to such a club or 
organization, if such fees amount to more than $10, or U the 
dues or membership fees (not including initiation fees) of an 
active resident annual member are in excess of $10 per year; 
such taxes to be paid by the person paying such dues or fees: 
Provided^ That there shall be exempted from the provisions of 
this section all amounts paid as dues or fees to a fraternal soci- 
ety, order, or association, operating under the lodge S3rstem. 
In the case of life memberships a life member shall pav annu- 
ally, at the time for the payment of dues by active resident an- 
nual members, a tax equivalent to the tax upon the amount 
paid by such a member, but shall pay no tax upon the amount 
paid for life membership. 

Sec. 802. That every person (a) receiving any payments 
for such admission, dues, or fees shall collect the amount of 
the tax imposed by section 800 or 801 from the person making 
such pa^rments, or (b) admitting any person free to any place 
for admission to which a charge is made, shall collect the 
amount of the tax imposed by section 800 from the person so 
admitted. Kvery cluo or organization having life members, 
shall collect from such members the amoimt of the tax imposed 
by section 801. In all the above cases returns and payments 
of the amount so collected shall be made at the same time 
and in the same manner as provided in section 502. 
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Title IX. — Excise Taxes 
Summary 

(Effective day after passage of Act unless otherwise stated) 
*Taxes on following articles sold or leased 

AltE to be paid BT THE PERSON LIABLE FOR THE 
TAX ON THE SELLING PRICE OR RENTAL IN LIEU 
OF TAX IMPOSED BY REVENUE ACT OF 1917. (SeC. 

900.) 

TAX 

Automatic Slot-Device Machineb: 

Vending 5% 

Weighing 10% 

If operated for profit by manufacturer, producer 
or importer, for each machine, of the fair market 
value thereof — 

In the case of Vending Machines 5% 

In the case of Weighing Machines 10% 

Automobile Trucks and Automobile Wagons, 
(including tires, inner tubes, parts and accessor- 
ies, sold on or in connection therewith) 3% 

Automobiles and Motor Cycles, other than 
above (including tires, inner tubes, parts and 
accessories sold on or in connection therewith) 
except tractors 5% 

*Ejvotv person liable for tax imposed by Sections 900, 902 or 
906 shall make monthly returns imder oath in duplicate and pay 
taxes to the collector for the district in which principal place of 
business is located, tmder regulations of the Comnussioner. 
Tax shall be due at time for filing return. (Sec. 903.) 

Where manufacturer, producer or importer of articles listed 
under Sec. 900 customarily sells both at wholesale and at retail, 
the tax in the case of articles sold at retail shaJl be computed on 
the price for which such articles are sold by him at wnolesale. 
(Sec. 900.) 

Where manufacturer, producer or importer selling, leasing or 
lioenaing articles listed under Sec. 900 or an^ person leases or 
fioenses a pKMsitive motion-picture film contaimng a picture ready 
for projection at less than fair market price so as to benefit the 
manufacturer or any person interested in the business, or with 
intent to cause such benefit, the sale or lease price shall be taken 
as the amoimt which would have been received if sold, leased 
or Uoensed at the fair market price. (Sec. 901.) 
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TAX 

Boats, Yachts and Motor Boats not designed for 
trade, fishing or national defense, and Pleasure 

Boats and Pleasure Canoes, if sold for more 
than $15 10% 

Cameras, weighing not more than 100 lbs. 10% 

Candy 

Chewing Gum, or substitutes therefor 

Cigar or Cigarette Holders and Pipes, com- 
posed wholly or in part of meerschaum or amber 10% 

Fans, Portable Electric 

Films and Plates (Photographic^ except Moving 
Pictiure Films 



*FiLMS (Positive Moving Pictiure) containing a pic- 
ture ready for projection: 

"Where leased or licensed for exhibition by lessor 
or licensor of such films. (Sec. 906) — of total 
rental earned during preceding month 5% 

K exhibited by owner for profit of fair rental or 
license value 5% 

iTax is effective May 1, 1919, and is in lieu of tax imposed by 
Revenue Act of 1917. If bona fide contract was made prior to 
December 6, 1918 for lease or license of film, after tnis tax 
takes effect, not permitting adding of this tax to amoimt to be 
paid on such contract, lessee or ficensee shall pay balance of 
tax due. (Sec. 906.) 

FiREABMS, Shells and Cabtridges, except those 
sold for use by U. S., any State, Territory or pos- 
session of the U. S., any political subdivision 
thereof, the District of Columbia, or any foreign 
country, while engaged against the Grerman Gov- 
ernment in the present war 10% 

Furs 

Articles made out of fur on the pelt or hide, or ar- 
ticles of which such fur b the component material 
of chief value 10% 

Humidors and Smoking Stands 10% 

Hunting And Shooting Garments and Riding 
Habits 10% 
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TAX 

Knives, (Dirk), Daggers, Sword Canes and Stil- 
ettos 100% 

Knives, Hunting and Bowie 10% 

Knuckles, Brass or Metallic 100% 

Liveries and LivERT Boots AND Hats 10% 

Pianos, Organs (other than pipe organs), Piano 
Players, Graphafhones, Phonographs, Talk- 
ing Machines, Music Boxes and Records used 
in connection therewith or with any musical in- 
strument 5% 

Sporting GtOODS, (including tennis rackets, nets, 
racket covers and presses, skates, snowshoes, skis, 
toboggans, canoe paddles and cushions, polo mal- 
lets, baseball bats, gloves, masks, protectors, 
shoes and uniforms, football helmets, harness and 
goals, basket-ball goals and uniforms, golf bags 
and dubs, lacrosse sticks, balls of all kinds, fishing 
rods and reels, billiard and pool tables, chess 
and checker boards and pieces, dice, games and 
parts of games (except playing cards and chil- 
dren's toys and games), and all similar articles 
commonly or commercially known as sporting 
goods 10% 

Statuary, Sculpture and Paintings, Art Por- 
celains AND Bronzes sold by person other than 
artist (except when sold to an educational insti- 
tution or public art museum). (Sec. 902.) 10% 

Thermos and Thermostatic Bottles, Carafes, 
Jugs, or other thermostatic containers 5% 

Teres, Inner Tubes, Parts or Accesssories, for any 
articles listed under the headings ''Automobile 
Trucks, etc." and ''Automobiles and Motor 
Cycles, etc.," when sold to any person other than 
a manufacturer or producer 5% 

Toilet Soaps and Powders 

Yachts and Motor Boats. (See Boats.) 
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*When sold bt or for a dealer or his estate f6r 
consumption or use, taxes on the following 

ARTICLES ARE TO BE PAID BY THE PURCHASER TO 
VENDOR AT TIME OP SALE ON SO MUCH OF THE 
AMOUNT PAID THEREFOR AS EXCEEDS THE PRICE 

BELOW SPECIFIED. (Scc. 904-a). 

(Effective May 1, 1919, unless otherwise stated) 

TAX 

Boots, Shoes, Pumps and Suppers, men's, women's, 
misses' and boys', (not including shoes or appli- 
ances made to order for persons having a crippled 
or deformed foot or ankle), in excess of $10.00 per 
pair 10% 

Caps, men's and boys', in excess of $2.00 10% 

Carpets and Rugs, including fiber, except im- 
ported and American rugs made principally of 
wool, in excess of $5.00 per square yard 10% 

Fans, in excess of $1.00 10% 

Hats, men's and boys', in excess of $5.00 10% 

ELA.TS, Bonnets and Hoods, women's and misses', 

in excess of $15.00 10% 

Hose or Stockings, Silk, men's and boys', in 

excess of $1.00 10% 

Hose or Stockings, silk, women's and misses', in 
excess of $2.00 10% 

House or Smoking Coats or Jackets, and Bath or 
Lounging Robes, in excess of $7.50 10% 

iTax not applicable to articles listed under "Fans," "light- 
ing Fixtures,^' "Picture Frames," "Purses," etc., "Trunks," 
"Umbrellas," etc., and "Valises," etc., if made or ornamented, 
mounted, or fitted with precious metals oi imitations thereof 
or ivory; nor to liveries, livery boots and hats, nor to hunting and 
shooting garments and riding habits; or any article made of fur 
on the hide or pelt, or of which such fur is the component ma- 
terial of chief value. (Sec. 904-b.) 

Tax to be paid by purchaser to vendor, and returned and paid 
to the United States by such vendor as provided in Sec. 502. 
(Sec. 901-0.) 
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TAX 

KiMONOfi, Petticoats and Waists, in excess of 
$15.00 10% 

Lighting Fixtures, portable, including Lamps of 

all kinds and Lamp Shades, in excess of $^.00 10% 

Neckties and Neckwear, men's and boys', in ex- 
cess of $2.00 10% 

Pajamas, Night Gk>WNS and Underwear, men's, 

women's, misses' and boys', in excess of $5.00 10% 

Picture Frames, in excess of $10.00 10% 

Purses, Pocketbooks, Shopping and Hand Bags, 

in excess of $7.50 10% 

Shirts, men's, in excess of $3.00 10% 

Trunks, in excess of $50.00 10% 

UmbrelxjAS, Parasols, and Sun Shades, in excess 

of $4.00 10% 

Valises, Traveling Bags, Suit Cases, Hat 
Boxes used by Travellers, and Fitted Toilet 
Cases, in excess of $25.00 10% 

Waistcoats, men's, sold separately from suits, in 

excess of $5.00 10% 

*Jewelrt (effective April 1, 1919) 

Real or imitation; pearls, precious and semi- 
precious stones and imitations thereof; articles 
made of or ornamented, moimted or fitted with 
precious metals or imitations thereof or ivory 
(not including surgical instruments), watches, 
clocks, opera glasses, lorgnettes, marine glasses, 
field glasses and binoculars, sold for consumption 
or use (in lieu of tax imposed by Act of October 
3, 1917) on selling price. (Sec. 905.) 5% 

*The seller shall make returns, in duplicate, under regula- 
tions prescribed by the Commissioner, and ^y the taxes im- 
poeed to the collector for the district in which is located the' 

?rincipal place of business. (Sec. 905.]) 
*ax shall be due at time fixed for finng return, (Sec. 905.) 
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TAX 

♦♦Toilet Abticles, perfumes, essences, extracts, 
toilet waters, cosmetics, petroleum jellies, hair oils, 
pomades, hair dressings, hair restoratives, hair 
dyes, tooth and mouth washes, dentifrices, tooth 
pastes, aromatic cachous, toilet powders (oth^ 
than soap powders) or any similar substance, 
article, or preparation, however called, which are 
used or applied or intended for use for toilet pur- 
poses, on selling price, per each ^c. or fraction 
thereof. (In lieu of tax imposed by Act of 
October 3, 1917.) (Sec. 907-a) . >.01 

♦♦Patent Medicineb, pills, tablets, powders, tinc- 
tiu'es, troches or lozenges, syrups, medicinal 
cordials or bitters, anodynes, tonics, plasters, 
liniments, salves, ointments, pastes, drops, waters 
(except those taxed under Sec. 6S8) essences, 
spirits, oils and other medicinal preparations, 
compounds or compositions (not including serums 
and antitoxins and vaccines and bacterines which 
are not advertised to the general lay public, nor 
medicinal preparations sold by a physician attend- 
ing a patient) and other patent or proprietary 
medicines or remedies, on selling price, per each 
25c. or fraction thereof. (In lieu of tax imposed 
by Act of October 8, 1917.) (Sec. 907-a) . 01 

**Taz shall be collected, in the Commiasioner's discretion, 
either by (1) stamp affixed to artide by vendor, cost of which 
shall be reimbursed to vendor by purchaser, or (2) by payment 
to the vendor by purchaser at time of sale, the taxes so coUeoted 
being r 
907*.) 



being returned and paid to United States by vendor. (Sec. 



Text of Law. — Title IX 

Sec. 900. That there shall be levied, assessed, collected, 

and paid, upon the following articles sold or leased by tiie 

manufacturer, producer, or importer, a tax equivalent to the 

following percentages of the price for which so sold or leased— 

AiUomohiles, (1) Automobile trucks and automobile wagons, (including 

TruckSf tires, inner tubes, parts, and accessories therefor, sold on or in 

Etc. connection therewith or vdth the sale thereof). 3 per centum; 

(2) Other automobiles and motorcycles, (including tires, 
inner tubes, parts, and accessories therefor, sold on or m oon- 
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nection therewith or with the sale thereof), except tractors, 6 
per centum; 

(3) Tires, inner tubes, parts, or accessories, for any of the Tires and 
articles enumerated in suodivision (1), or (2) sold to any per- Inner Tubes 
son other than a manufacturer or producer of any of the arti- 
cles enumerated in subdivision (1), or (2) 6 per centum; 

(4) Pianos, organs (other than pipe organs), piano players. Pianos and 
graphophones, phonographs^ talking machines, music boxes. Musical Inn 
and records used in connection with any musical instrument, siruments 
piano player, graphophone, phonograph, or talking machine, 

5 per centum; 

(5) Tennis rackets, nets, racket covers and presses, skates. Sporting 
snowshoes, skis, toboggans, canoe paddles and cushions, polo Goods, 
mallets, baseball bats, gloves, masks, protectors, shoes and Games and 
uniforms, football helmets, harness ana goals, basket-ball goals Toys 
and uniforms, golf bags and clubs, lacrosse sticks, baUs of all 

kinds, including baseballs, footballs, tennis, golf, lacrosse, 
billiard and pool balls, fishing rods and reels, billiard and pool 
tables, chess and checker boards and pieces.' dice, games and 
parts of games (except playing cards and cnildren's toys and 
games), and all sinular ajrticles conmionly or conmiercially 
known as sporting goods, 10 per centum; 

(6) Chewing gum or substitutes therefor, 3 per centum; CkeiringGum 

(7) Cameras weighing not more than 100 poimds, 10 per Cameras 
centum: 

(8) Photographic films and plates, other than moving- FUms 
picture films, 5 per centum; 

(9) Candy, o per centum; Candy 

(10) Firearms, shells, and cartridges, except those sold for Firearms 
the use of the United States, any State, Temtor^^, or posses- and 
sion of the United States, any political subdivision tnereof , Cartridges 
the District of Columbia, or any foreign country while engaged 
against the German Government in the present war, 10 per 
oentum; 

(11) Hunting and bowie knives, 10 per centum; Bowie Knioes 

(12) Dirk Imives, daggers, sword canes, stfllettos, and Daggers, etc. 
brass or metaUic knuckles, 100 per centum; 

(13) Portable electric fans, 5 per oentum; Electric Fans 

(14) Thermos and thermostatic bottles, carafes, Jugs, or Tfiermos 
other thermostatic containers. 5 per centum; BotUes 

(15) Cigar or cigarette holders and pipers, composed wholly Cigarette 
or in part of meerschaum or amber, hiuniaors, and smoking Holders, 
stands, 10 per centimi; ^ Pipes, etc. 

(16) Automatic slot-device vending machines, 5 per cen- Automatic 
tvan, and automatic slot-device weighing machines, 10 per Slot Device 
centimi; if the manufacturer, producer, or importer of any Machines 
such machine operates it for pront, he shall pa3r a tax in respect 

to each such machine put into operation equivalent to 5 per 
centum of its fair market value in the case of a vendmg 
machine, and 10 per centiun of its fair market value in the case 
of a weighing machine; 
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(17) Livery and livery boots and hats, 10 per centum; 

(18) Himting and shooting garments and riding habits, 
lOpercentimi; 

(19) Articles made of fur on the hide or pelt, or of which 
any such fur is the component material of chief value, 10 
per centum; 

(20) Yachts and motor boats not designed for trade, fish- 
ing or national defense; and pleasure boats and pleasure canoes 
if sold for more than $15, 10 per centum; and 

(21) Toilet soaps and toilet soap powders, 3 per centum. 

If an^ manufacturer, producer, or importer of any of 
the articles enumerated in this section customarily sells 
such articles both at wholesale and at retail, the tax in the 
case of any article sold by him at retail shall be computed 
on the price for which like articles are sold by him at whole- 
sale. 

The taxes imposed by this section shall^ in the case of any 
article in respect to which a correspondmg tax is imposed 
by section 600 of the Revenue Act of 1917, be in lieu of such 
tax. 

Sec. 901. That if any person manufactures, produces or 
imports any article enumerated in section 900, or leases 
or licenses for exhibition any positive motion-picture film 
containing a picture ready for projection, and, whether 
through any agreement, arrangement, or understanding, or 
otherwise, sells, leases or licenses such article at less than 
the fair market price obtainable therefor, either (a) in such 
manner as directlv or indirectly to benefit such person or 
any person directly or indirectly interested in the business 
of such person, or (b) with intent to cause such benefit, the 
amount for which such article is sold, leased or licensed shall 
be taken to be the amount which would have been received 
from the sale, lease or license of such article if sold, leased or 
licensed at the fair market price. 

Sec. 902. That there shall be levied, assessed, collected, 
and paid upon sculpture, paintings, statuary, art porcelains, 
and bronzes, sold by any person other than the artist, a tax 
equivalent to 10 per centum of the price for which so sold. 
Tnis section shall not apply to the sale of any such article to 
an educational institution or pubUc art museum. 

Sec. 903. That every person liable for any tax imposed by 
section 900, 902, or 906, shall make monthly returns under 
oath in dupUcate and pay the taxes imposed by such sec- 
tions to the collector for the district in which is located the 
principal place of business. Such returns shall contain such 
information and be made at such times and in such manner 
as the Commissioner, with the approval of the Secretary, may 
by regulations prescribe. 
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The tax shall, without assessment bv the Commissioner PavmerU 
or notice from tne collector, be due anci payable to the col- of Tax 
lector at the time so fixed for filing the return. If the tax is 
not paid when due, there shall be added as part of the tax 
a penalty of 5 per centimi, together with interest at the rate 
of 1 per centiun for each full month, from the time when the 
tax became due. 

Sec. 904. (a) That on and after May 1, 1919, there shall be 
levied, assessed, collected, and paid a tax equivalent to 10 per 
centum of so much of the amoimt paid for any of the f ollowmg 
articles as is in excess of the price hereinafter specified as to Tax upon 
each such article, when such article is sold by or for a dealer Miaceuane" 
or his estate on or after such date for consumption or use — oils Articles 

(1) Carpets and rug^, including fiber, except imported and 
American rugs made principally of wool, on the amoimt in ex- 
cess of $5 per square yard; 

(2) Picture frames, on the amount in excess of $10 each; 

(3) Trunks, on the amount in excess of $50 each; 

(4) Valises, traveling bags, suit cases, hat boxes used by 
travelers, and ntted toilet cases, on the amount in excess of $25 
each; 

(5) Purses, pockBtbooks, shopping and hand bags, on the 
amoimt in excess of $7.50 each; 

(6) Portable lighting fixtures, including lamps of all kinds 
and lamp shades, on the amoimt in excess of $25 each; 

(7) Umbrellas, parasols, and sun shades, on the amount in 
excess of $4 each; 

(8) Fans, on the amount in excess of $1 each; 

(9) House or smoking coats or jackets, and bath or loung- 
ing robes, on the amount in excess of $7.50 each; 

(10) Men's waisteoats, sold separately from suits, on the 
amount in excess of $5 each; 

(11) Women's and misses' hats, bonnets, and hoods, on the 
amount in excess of $15 each; 

(12) Men's and boys' hats, on the amount in excess of $5 
each; 

(13) Men's and boys' caps, on the amount in excess of $2 
each; 

(14) Men's, women's, misses', and bo3rs' boots, shoes, 
pumps, and sUppers, not including shoes or appUances made to 
order for any person having a crippled or deformed foot or 
ankle, on the amount in excess of $10 per pair; 

(15) Men's and bo3rs' neckties and neckwear, on the amount 
in excess of $2 each; 

(16) Men's and boys' silk stockings or hose, on the amount 
in excess of $1 per pair; 

(17) Women's and misses' silk stockings or hose, on the 
amount in excess of $2 per pair; 

(18) Men's shirts, on the amount in excess of $3 each; 

(19) Men's, women's, misses', and boys' pajamas, night 
gowns, and underwear, on the amount in excess of $5 each; and 
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(20) Kimonos, petticoats, and waists, on the amount in ex- 
cess of $15 each. 

(b) The tax imposed by this section shall not apply (1) to 
any article enumerated in paragraphs (2) to (8;, both 
inclusive, of subdivison (a), if such arucle is made (^ or orna- 
mented, mounted, or fitted with, precious metals or imitations 
thereof or ivory, or (2) to any article made of fur on the 
hide or pelt, or of which any such fur is the component 
material of chief value, or to (3) any article enumerated in 
subdivision (17) or (18) of section 900. 

(c) The taxes imposed bv this section shall be paid by the 

J)urchaser to the vendor at the time of the sale and shall be ool- 
ected, returned, and paid to the United States by such vendor 
in the same manner as provided in section 502. 

Sec. 905. That on and after April 1, 1919, there shall be 
levied, assessed, collected, and paid (in lieu of the tax imposed 
by subdivision (e) of section 600 of the Revenue Act of 1917) 
upon all articles commonly or conmierciaUy known as jewelry, 
wnether real or imitation; pearls, precious and semi-precious 
stones, and imitations thereof; articles made of, or omsr 
mented, mounted or fitted with, precious metals or imitations 
thereof or ivory (not including surgical instruments) ; watches; 
clocks; opera glasses; lorgnettes; marine glasses; field glasses; 
and binoculars; upon any of the above when sold by or for a 
dealer or his estate for consumption or use, a tax equivalent 
to 5 per centum of the price for which so sold. 

Every person selling any of the articles enumerated in 
this section shall m^e returns under oath in duplicate 
(monthly or quarterly as the Commissioner, with the ap- 
proval of the Secrete^, may prescribe) ana pay the taxes 
imposed in respect to such articles by this section to the 
collector for the district in which is located the principal place 
of business. Such returns shall contain such information and 
be made at such times and in such manner as the Commis- 
sioner^ with the approval of the Secretary, may by regulations 
prescribe. 

The tax shall, without assessment by the Commissioner or 
notice from the collector, be due and payable to the collector 
at the time so fixed for filing the return. If the tax is not paid 
when due, there shall be added as part of the tax a^penalty of 
5 per centum, together with interest at the rate of 1 per centum 
for each full month, from the time when the tax became due. 

Sec. 906. That on and after the 1st day of May, 1919, any 

Eerjson engaged in the business of leasing or licensmg for exhi- 
ition positive motion-picture films containing pictures ready 
for projection shall pay monthly an excise tax in respect to 
carrying on such business equal to 5 per centum of the total 
rentals earned from each such lease or license during tiie 
preceding month. If a person owning such a film exhibits 
it for profit he shall pay a tax equivalent to 5 per centum of 
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the fair rental or license value of such film at the time and 
place where and for the period during which exhibited. 
If any such person has, prior to DecemW 6, 1918, made 
a bona fide contract with any person for the lease or licens- 
ing, after the tax imposed by this section takes effect, of 
sucn a film for exhibition for profit, and if such contract 
does not permit the adding of tne whole of the tax imposed 
by this section to the amount to be paid under such contract, 
then the lessee or licensee shall, in lieu of the lessor or licensor, 
pay so much of such tax as is not so permitted to be added 
to the contract price. The tax imposed h^ this section shall 
be in Ueu of the tax imposed by subdivision (c) and (d) of 
section 600 of the Bevenue Act of 1917. 

Sec. 907. (a) That on and after May 1, 1919. there shall 
be levied, assessed, collected and paid (in lieu of tne taxes im- 
posed by subdivisions (g) and (h) of section 600 of the Revenue 
Act of 1917) a tax of 1 cent for each 25 cents or fraction thereof 
of the amoimt paid for any of the following articles when sold 
by or for a dealer or his estate on or after such date for con- 
sumption or use: 

(1) Perfumes, essences, extracts, toilet waters, cosmetics. Toilet 
petroleum jeUies, hair ous. pomades, hair dressings^ hair Articles 
restoratives, hair dyes, tootn and mouth washes, dentifrices, 

tooth past^, aromatic cachous, toilet powders (other than 
soap powders), or any similar substance^ article, or preparation 
by wnatsoever name known or distinguished, any of the above 
which are used or applied or intended to be used or applied 
for toilet purposes; 

(2) Pills^ tablets, powders^ tinctures, troches or lozenges. Patent 
sirups, medicinal cordials or bitters, anoa3mes, tonics, plasters. Medicines 
liniments, salves, ointments, pastes^ drops, waters (except 

those taxed under section 628 of this Act), essences, spirits, 
oils, and other medicinal preparations, compoimds, or compo- 
sitions (not including serums and antitoxins), upon the amoimt 
paid for an3r of the above as to which the manufacturer or 
producer claims to have any private formula, secret, or occult 
art for making or preparing the same, or has or claims to 
have any exclusive right or title to the makine or prepannsr 
the same, or which are prepared, uttered, vended, or exposed 
for sale under any letters patent, or trade-mark, or which (if 
prepared by any formula, publisned or unpublisned) are held 
out or recommended to the public by the makers, vendors, 
or proprietors thereof as proprietary medicines or medicinal 
proprietary articles or preparations^ or as remedies or specifics 
for any disease, diseases, or affection whatever affectmg the 
human or animal body: Provided, That the provisions of this 
section shall not apply to the sale of vaccines and bacterines 
which are not advertised to the general lay public, nor to the 
sale by a physician in personal attendance upon a patient of 
medicmal preparations not so advertised. 
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Collection (b) The taxes imposed by this section shall be collected by 

of Tax whichever of the following methods the Commissioner may 

deem expedient: (1) bv stamp afi&xed to such article by the 
vendor, the cost of which shall be reimbursed to the vendor by 
the purchaser; or (2) by payment to the vendor by the pur- 
chaser at the time of the sale, the taxes so collected being re- 
turned and paid to the United States by such vendor in the 
same manner as provided in section 502. ' 
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Title X. — Special Taxes* 

The following taxes unless otherwise stated, are efiPec- 
tive January 1, 1919, and are in lieu of taxes imposed by 
the Revenue Act of 1916: 

Summary 

TAX 

AxTTOMOBiiiEs, Passeuger 

Persons in business of operating or renting pass- 
enger automobiles for hire {Sec. 1001.) 

On each machine with seating capacity of over 

2 and not over 7 $10 . 00 

Over? 20.00 



Boats, See "Yachts 



»> 



Bowling Au^ets and Billiabd Rooms 

Per each alley or table, to be paid by proprietor 
{Sec. 1001), per annum 10 . 00 

"Bowling alley and billiard room" includes every building or 
place where bowls are thrown or games of billiards or pool are 
played, except private homes. (Sec. 1001.) 

Brewers, Distillers, Wholesale and Retail 
Liquor Dealers, Wholesale and Retail 
Dealers in Malt Liquors, and Manxtfactur- 
XRS OF Stiub, as defined in Sec. 3244 as amended 
by Sec. 3247 of the R. S. carrying on such business 
in a State, Territory, or District of the U. S. con- 
trary to laws of such State, Territory or District, 
or in any place therein in which the carrying on 
of such business is prohibited by local or munici- 
pal law, in addition to all other taxes, special or 
otherwise- (Sec. 1001) 1,000.00 

Payment imposed by tibis subdivision shall not be held to 
exempt any person, from penalty or punishment, provided 
for by the laws of any State, Temtory, or District, for carry- 
ing on such business in such place, nor to authorise the com- 
mencement or continuance oi such business contrary to laws 
of such State, Territory or District or in places prohibited 
by local or municipal law. (See. 1001.) 

*Any person who carries on any business or occupation for which a 
spediu tax is imposed by Sections 1000, 1001 or 1002, without having paid 
tne special tax therein provided, shall also be subject to a penalty of not 
more than $1,000 or imprisonment for not more than one year, or both. 
(Sec. 1005.) - 
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Brokebs tax 

Custom House (Sec, 1001), per annum $50.00 

Pawn (Sec. 1001), per annum 100.00 

Ship (Sec. 1001), per annum 50.00 

Includes persona whose business, as broker, is to ne^tiate 
frei^ts and other business for owners of vessels or for shippers, 
consignors or consignees of freight carried by vessel. 

Stock and produce, defined as persons engaged 
in business of purchasing or selling stocks, bonds, 
exchange, bullion, coined money, bank notes, 
promissory notes, other securities, produce or 
merchandise for others (Sec, 1001), per annum 50.00 

Brokers who are members of a stock exchange, 
produce exchange, board of trade or similar or- 
ganization where produce or merchandise is sold, 
in addition must pay (Sec, 1001), per annum: 

If the average value during preceding year end- 
ing Jime 30 of a seat or membership in such 
exchange or organization was $2,000 or over, but 
not over $5,000 100 . 00 

K such value was over $5,000 150 . 00 

*Capital Stock Tax, with respect to doing 
business: 

Domestic Corporations 
On so much of the fair average value of the 
capital stock for the preceding year ending 
June 30, as exceeds $5,000 (Sec. 1000), for each 
$1,000, per annum 1 . 00 

*Tax IB effective July 1, 1918, and does not apply in any 
year to corporations not engaged in business (or in the case of 
foreign corporations not engaged in business in the U. S.) during 
preceding year ending June 30; nor to corporations exempt from 
Federal income tax. 

In estimating the value of capital stock, surplus and undi- 
vided profits shall be included. 

In computing the tax an insurance company shall not include 
deposits and reserve funds required by law or contract to be mun- 
tained or held for the protection of or payment to or apportion- 
ment among policyholders. 

In the case of domestic mutual insurance ooAipanies, tax shall 
be on the sum of the surplus or contingent reserves maintained 
for the general use of the business, and reserves, the net addi- 
tions to which are included in net income under Title II, as of 
the close of the preceding accounting period, used for making 
income tax return. (Sec, 1(XX).) 
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Foreign Corporations tax 

On the average amount of capital employed in the 
transaction of business in U. S. during the preced- 
ing year ending June SO (Sec. 1000)» for each 
$1,000, per annum $1 . 00 

In the case of foieifipi mutual insurance companies, tax shall 
be on the same proportion of the sum of such surplus and reserves 
which the reserve fund upon business transacted within U. 8. is 
of the total reserve upon all business transacted as of the close of 
the preceding accounting period used for making income tax re- 
turn. 

CiGABS, Cigarettes and Tobacco, Manufactur- 
ers of, per annum. 

In arriving at amount of special tax to be paid, each per- 
son manufacturing more than one of the classes of articles 
specified shall be deemed a manufacturer of each class separ- 
ately. (Sec. 1002.) 

Cigars 

Where annual sales do not exceed 50,000 cigari3 4 . 00 

"Where annual sales exceed 50,000 and do not 
exceed 100,000 cigars 6 . 00 

Where annual sales exceed 100,000 and do not 
exceed 200,000 cigars 12 . 00 

Where annual sales exceed 200,000 and do not 
exceed 400,000 cigars 24 . 00 

Where annual sales exceed 400,000 cigars 24.00 

On excess over 400,000 cigars, in addition, per 

1,000 cigars or fraction. {Sec. 1002), . 10 

Cigarettes 

On manufacturers of cigarettes, including 
small cigars, weighing not over 3 lbs. per 1,000 
(Sec. 1002), per 10,000 cigarettes or fraction .06 

Tobacco 

Where annual sales do not exceed 50,000 lbs. 6.00 

Where annual sales exceed 50,000 lbs. and do 

not exceed 100,000 lbs. 12 . 00 
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TAX 

Where annual sales exceed 100,000 lbs. and do 

not exceed 200,000 lbs. $24 . 00 

Where annual sales exceed 200,000 lbs. 24.00 

On excess over 200,000 lbs. in addition, per 
1,000 lbs. or fraction. {Sec. 1002), . 16 

ClBCUB 

Proprietors of {Sec, 1001), per annum 100.00 

"CirouB" inoludes every building, space, tent or area, where 
feats of horaemanahip or acrobatic sports or theatrical per- 
formances, not otherwise provided for under other headings 
are exhibited. (Sec. 1001). 

Special taxes paid in one State, Territory, or the District of 
Columbia shall not exempt exhibitions from the tax in an- 
other State, Territory or District of Columbia; but only one 
roedal tax shall be imposed for the exhibitions within any one 
State, Territory or the District of Columbia. (Sec. 1001.) 

Exhibitions {See Public Exhibitions). 

Gross Sales Tax {See Retail Merchandise). 

Liquor Distellers {See Brewers). 

Motor Boats {See Yachts). 

Museums {See Theatres). 

Music HaTiT/=^ {See Theatres). 

Opium and Derivatives {Sec, 1006) 

Importers, manufacturers, producers or com- 
pounders, per annum 24 . 00 
Physicians, dentists, veterinary surgeons, and 
other practitioners lawfully entitled to distri- 
bute or administer any of the products listed in 
the course of their professional practice {Sec, 
1006), per annum 3.00 
Retail dealers, per annum 6.00 
Wholesale dealers, per annum 12.00 

Any person, on or before July 1, of each year importing, 
manufacturing, i)roducing, compounding, selling, dealing in, 
dispensing or giving away opium or coca leaves, or any com- 
pound, manufacture, saJt, derivative or preparation thereof, 
are subject to tax and shall register with the collector.his name 
or style, place of business and pay the tax. Persons engaged 
on January 1, 1919 or who between that date and the passage 
of the Act, engage in any such activities, shiJl within thirty 
days after passage recdster and pay proportionate part of tax 
for the period ending Jime 30, 1919. Persons who nrst engage 
in any such activities after the passage of the Act shall immeoi- 
ately register and pay proportionate part of the tax for the 
period ending on the xoUowmg Jime 30. (Sec. 1006.) 

No employee of any person who has registered and paid 
special tax as herein described acting within the scoi>e of his 
employment need register and pay special tax provided by 
this SectioQ. (Sec. 1006.) 
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Ophtm and Derivativbs tax 

On opium, coca leaves, any compound, salt, 
derivative, or preparation thereof, produced in 
or imported into U. S. and sold or removed for 
consumption or sale {Sec. 1006), per ounce or 
fraction $.01 

Tax is in addition to import duties, and shall be paid by 
imiMrter, manufacturer, producer, or compoimder, evidenced 
by appropriate stamps so affixed to bottle or other container 
as to secure^ seal the stopper or wrapper thereof. (Sec. 
1006.) 

It shall be unlawful for a person to purchase, sell, dispense or 
distribute any of the above drugs except in or from the original 
stamped package. The absence of appropriate tax-paid 
stamps on packages is prima facia evidence of the violation 
of this section by the person in whose possession the same 
are found. (Sec. 1006.) (Reports.) 

For other provisions relating to Opium, etc., see Sees. 1006, 
1007, 1008, 1009. 

Passenger Automobiles {See Automobiles) 

PuBMC Exhibitions, Proprietors of {Sec. 1001), 

per annum 15 . 00 

Includes all public exhibitlbns or shows for money not else- 
where listed. 

A special tax paid in one Stat«, Territory, or District of 
Columbia shall not exempt exhibitions from tax in another 
State, Territory, or the District of Ck)lumbia; but only one 
roedal tax shall be required for exhibitions within any one 
State, Territory or the District of Columbia. 

Tax is not applicable to Chautauquas, lecture lyceums, 
agricultural or industrial fairs, or exhibitions held imder the 
auspices of religious or charitable associations. 

/Gi aggregation of entertainments, known as a "street fair," 
shall not pay a larger tax than $100 in any State, Territory, or 
the District of Ck)lumbia. (Sec. 1001.) 

Riding Academies, Proprietors of {Sec. 1001), per 

annum 100.00 

Includes every building, space, tent or area where a charge 
is made for instruction in horsemanship or for facilities for 
its practice. (Sec. 1001.) 

Shooting Galleries, Proprietors of {Sec. 1001), 

per annum £0.00 

Includes every building, space, tent or area where a charge is 
made for the discharge of fire-arms, at any form of target. 
(Sec. 1001.) 

Theatres, Museums and Concert HatiT*s 

Proprietors of (where charge for admission is 
made). {Sec. 1001), per annum 
If seating capacity is 

Not over 250 50 . 00 

Over 250 and not over 500 100 . 00 
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TAX 

Over 500 and not over 800 $150700 

Over 800 200.00 

"Theatre" meaos every edifice uaed for dramatic, 
operatic or other representatioiui, plays or performances, 
for which entrance money is reoeived, not including hidls 
or armories rented or used occasionally for concert or theat- 
rical representations, except edifices owned by religious, 
educational or charitable institutions, societies or organisa- 
tions where all proceeds inure exclusivehr to their benefit 
or to that of persons in military or naval forces of the U. S. 

In cities, towns or villages of 6,000 or less the amount of 
tax shall be one-half of that above stated. 

Whenever such edifice is under lease at time tax is due,the 
lessee shall pay the tax except where otherwise stipulated 
between the parties to the lease. 

Tobacco {See Cigars, Etc.) 

Yachts, Motor Boats, Etc. 
On the use of yachts, pleasure boats, power 
boats, and sailing boats, of over 5 net tons, and 
motor boats with fixed engines, not used exclu- 
sively for trade, fishing or nutional defense or 
not built according to plans and specifications 
approved by the Navy Department (Sec. 1008), 
per annum: 

Length not over 50 feet, per foot 1 .00 

Length over 50 feet and not over 100 feet, per 
foot 2.00 

Length over 100 feet, per foot 4.00 

Motor Boats of not over 5 net tons with fixed 
engines, per annum 10.00 

Tax is in lieu of tax imposed by the Revenue Act of 1917 
and is due 60 days after passage of Act and thereafter on 
July 1, of each year; and also at the time of purchase of a new 
boat by a user on date other 'than July 1. (Sec. 1003.) 

In determining length, measiirements of over-all length shall 
govern. • 

In case of the original purchase of a new boat on date other 
than JuJv 1, or in case of tax taking effect 60 days after pas- 
sage of this Act, the amount payable shall be the same number 
of twelfths of the amount of tax as number of ^ calendar 
months (including month of sale or month in which is in- 
cluded the sixty-first day after the passage of this Act) re- 
maining prior to the following July 1. 

If tax impoflMed by Sec. 603 of the Revenue Act of 1917 for 
fiscal year ending June 30, 1919, has been paid in respect to 
use of any boat, the amount so paid shall under regulations, 
be credited upon the first tax due under this section, or be 
refunded to we person paying the first tax imposed by this 
section. (Sec. 1003.) 

If corresponding tax imposed by Section 407 of the Revenue 
Act of 1916 was not payable by stamp, amount paid there- 
under for any period may be credited against the tax herein 
imposed. (Sec. 1004.) 
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Text of Law — Title X 

Sec. 1000.(a) That on and after July 1, 1918, in lieu 
of the tax imposed by the first subdivision of section 407 of 
the Revenue Act of 1916 — 

(1) Every domestic corporation shall pay annually a spe- Capital 
cial excise tax with respect to carrying on or doing business, Stock Tax 
equivalent to $1 for eacn $1,000 of so much of the fair average 

value of its capital stock for the preceding year ending June 
thirtieth as is m excess of $5,000. In estimating the value of 
capital stock the surplus and undivided profits shall be in- 
cluded; 

(2) Evei^ foreign corporation shall pay annually a special Foreign 
excise tax with respect to carrying on or doing business m the Corporationa 
United States, equivalent to $1 for each $1,000 of the average 

amount of capital emplo3red in the transaction of its business 
in the Unitea States during the preceding year ending Jime 
thirtieth. 

(b) In computing the tax in the case of insurance compan- 
ies such deposits and reserve funds as they are required by 
law or contract to maintain or hold for the protection of or 
parent to or apportionment among policyholders shall not 
be included. 

(c) The taxes imposed by this section shall not apply in When Tax 
any year to any corporation which was not engaged m busi- not 

ness (or in the case of a foreign corporation not engaged in Applicable 
business in the United States) during the preceding year end- 
ing June 30^ nor to any corporation enumerated in section 231. 
The taxes imposed by this section shall apply to mutual in- 
auranoe companies, and in the case of every such domestic 
company the tax snail be equivalent to $1 for each $1,000 of 
the excess over $5,000 of the sum of its surplus or contingent 
reserves maintain^ for the general use of the business and any 
reserves the net additions to which are included in net income 
under the provisions of Title II, as of the close of the preceding 
accoimting period used by such company for purposes of mak- 
ing its income tax return : Provided, That in the case of a for- 
eign mutual insurance company the tax shall be equivalent 
to $1 for each $1,000 of the same proportion of the sum of such 
surplus and reserves, which the reserve fund upon business 
transacted within the United States is of the total reserve upon 
all business transacted, as of the dose of the preceding account- 
ing period used by such company for purposes of making its 
income tax return. 

(d) Section 257 shall apply to all returns filed with the 
Commissioner for purposes of the tax imposed by this section. 

Sec. 1001. That on and after January 1, 1919, there shall 
be levied, collected, and paid annually the following special 
taxes — 
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Stock and 

other 

Brokers 



Pawnbrokers 



Ship Brokers 



Customhouse 
Brokers 



Theaters, 

Museums, 

etc. 



Theater 
Defined 



(1) Brokers shall pay $50. Every person whose business 
it is to negotiate purchases or sales of stocks, bonds, exchange, 
bullion^ coined money, bank notes, promissory notes, other 
securities, produce or merchandise, for others, shall be re- 
garded as a broker. If a broker is a member of a stock ex- 
change, or if he is a member of any produce exchange, board 
of trade, or similar organization^ where produce or merchan- 
dise is sold, he shall pay an additional amount as follows: U 
ttie average value, during the preceding year ending June 30, 
of a seat or membership in such exeihange or organization 
was $2,000 or more but not more than $5,000, $100; if such 
value was more than $5,000, $150. 

(2) Pawnbrokers shall pay $100. Ever}r person whose 
business or occupation it is to take or receive, by way of 
pledge, pawn, or exchange, any goods, wares, or merchandise, 
or any kind of personal property wnatever, as security for 
the repa3rment of money loaned thereon, shall be regajrded as 
a pawnbroker. 

(3) Ship brokers shall pay $50. Every person whose 
business it is as a broker to negotiate freights and other busi- 
ness for the owners of vessels, or for the shippers or consignors 
or consignees of freight carried by vessels, shall be regarded 
as a ship broker. 

(4) Customhouse brokers shall pay $50. Every person 
whose occupation it is, as the agent of others, to arrange entries 
and other customhouse papers, or transact business at any 
port of entry relating to tne importation or exportation of 
goods, wares, or merchandise, shall be regarded as a custom- 
house broker. 

(5) Proprietors of theaters, museums, and concert haUs, 
where a charge for admission is made, having a seating capac- 
ity of not more than two hundred and fiftv, shall pay $50; 
having a seating capacity of more than two hundred and fifty 
and not exceeding five hundred, shall pay $100; having a 
seating capacity exceeding five nundred and not exceec&ng 
eight himared, shall pay $150; having a seating capacity of 
more than eight hun(U*ed, shall pay $200. Every ecufice 
used for the purpose of dramatic or operatic or other repre- 
sentations, pla3rs, or performances, for admission to which 
entrance money is received, not including halls or armories 
rented or used occasionally for concerts or theatrical repre- 
sentations, and not including edifices owned by rdigious, 
educational or charitable institutions^ societies or organiza- 
tions where all the proceeds from admissions inure exclusively 
to the benefit of such institutions, societies or organizations 
or exclusively to the benefit of persons in the military or 
naval forces of the United States, shall be regarded as a 
theater: Provided, That in cities, towns, or villages of five 
thousand inhabitaiits or less the amount of such payment 
shall be one-half of that above stated: Provided further, That 
whenever any such edifice is under lease at the time the tax 
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is due, the tax shall be paid by the lessee, unless otherwise 
stipulated between the parties to the lease. 

(6) The proprietor or proprietors of circuses shall pay Cvrcusea 
$100. Every building, space, tent, or area, where feats of 
horsemanship or acrobatic sports or theatrical performances 

not otherwise provided for in this section are exhibited shall 
be regarded as a circus: Provideei, That no special tax paid 
in one State, Territory, or the District of Columbia shall 
exempt exhibitions from the tax in another State, Territory, 
or the District of Coliunbia, and but one special tax shall be 
imposed for exhibitions within any one State, Territory, or 
District. 

(7) Proprietors or agents of all other public exhibitions or Public 
shows for nion^ not enumerated in this section shall pay Exhibitions 
$1.5: Providedj lliat a special tax paid in one State, Territory, 

or the District of Columbia shall not exempt exhibitions from 
the tax in another State,Territory, or the District of Columbia, 
and but one special tax shall be required for exhibitions within 
any one State, Territory, or the District of Columbia: Pro- 
vided further, That this paragraph shall not apply to Chautau- 
qua^, lecture lyceums, agricultural or industrial fairs, or ex- 
hibitions held under the auspices of religious or charitable 
associations: Provided furthery That an aggregation of enter- 
tainments, known as a street fair, shall not pay a larger tax 
than $100 in any State, Territory, or in the District of 
Columbia. 

(8) Proprietors of bowling alleys and billiard rooms shall Bowling 
pay $10 for each alley or table. Every building or place Alleys 
where bowls are thrown or where games of biUiards or pool and BiUiard 
are played, except in private homes, shall be regarded as a Rooms 
bowling alley or a billiard room, respectively. 

(9) Proprietors of shooting galleries shall pay $20. Every Shooting 
building, space, tent, or area, where a charge is made for Galleries 
the discharge of firearms at any form of target shall be re- 
garded as a shooting gallery. 

(10) Proprietors of riding academies shall pa^ $100. Riding 
Every buildmg^ space, tent, or area, where a charge is made Academies 
for instruction m norsemanship or for facilities for the practice 

of horsemanship shall be regarded as a riding academy. 

(11) Persons carrying on the business of operating or Operation 
renting passenger automobiles for hire shall pay $10 for each of Passenger 
such automobile having a seating capacity of more than two AutomobUes 
and not more than seven, and $20 for each such automobile for Hire 
having a seating capacity of more than seven. 

(12) Everv person carrying on the business of a brewer. Brewers and 
distiller, wholesale liquor dealer, retail liquor dealer, whole- Distillers 
sale dealer in malt uquor, retail dealer m malt liquor, or 
manufacturer of stills, as defined in section 3244 as amended 

and section 3247 of the Revised Statutes, in any State, Terri- 
tory, or District of the United States contrary to the laws of 
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such State, Territory, or District, or in anv place therein in 
which carrying on such business is prohibited by local or 
municipal law^ shall pav, in addition to all other taxes, special 
or otherwise, unposed by existing law or by this Act^ $1,000. 

The payment of the tax imposed by this subdivision ^all 
not be held to exempt any person from any peoslty or punish- 
ment^ provided for by the laws of any State, Territory, or 
Distnct for cairying on such business in such State, Territory, 
or District, or in any manner to authorize the commencement 
or continuance of such business contrary to the laws of such 
State, Territory, or District, or in places prohibited by local 
or municipal law. 

The taxes imposed by this section shall, in the case of per- 
sons upon whom a corresponding tax is imposed by section 
407 of the Revenue Act of 1916, be in lieu of such tax. 

Sec. 1002. That on and after January 1, 1919. there shall 
be levied, collected, and paid annually, in lieu of tne taxes im- 
posed by section 408 of the Revenue Act of 1916, the following 
special taxes, the amount of such taxes to be computed on 
the basis of uie sales for the preceding year ending June 30— 

Manufacturers of tobacco whose annual sales do not exceed 
fifty thousand poimds shall each pay $6; 

Manufacturers of tobacco whose annual sales exceed fif^ 
thousand and do not exceed one hundred thousand pounds 
shall each pay $12; 

Manufacturers of tobacco whose annual sales exceed one 
hundred thousand and do not exceed two hundred thousand 
pounds shall each pay $24; 

Manufacturers of tobacco whose annual sales exceed two 
hundred thousand poimds shall each pay $24, and at the 
rate of 16 cents per thousand pounds, or fraction thereof, 
in respect to the excess over two hundred thousand pounds: 

Manufacturers of cigars whose annual sales do not exceed 
fifty thousand cigars snail each pay $4; 

Manufacturers of cigars whose annual sales exceed fiftv 
thousand and do not exceed one himdred thousand cigars shall 
each pay $6; 

Manufacturers of cigars whose annusil sales exceed one hun- 
dred thousand and do not exceed two hundred thousand dgars 
shall each pay $12; 

Manufacturers of cigars whose annual sales exceed two 
himdred thousand and do not exceed four hundred thousand 
cigars shall each pay $24; 

Manufacturers of cigars whose annual sales exceed four 
hundred thousand cigars shall each pav $24. and at the rate 
of 10 cents per thousand cigars, or fraction thereof, in respect 
to the excess over four himdred thousand cigars; 

Manufacturers of cigarettes, including smaU cigars weighing 
not more than three pounds per thousand, shall each pay at 
the rate of 6 cents for every ten thousand cigarettes, or frac- 
tion thereof. 
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In arriving at the amount of special tax to be paid under this Persons 
section, and in the levy and collection of such tax/each person Deemed 
engaged in the manufacture of more than one of the classes ManufaC" 
of abides specified in this section shall be considered and ttarers 
deemed a manufacturer of each class separately. 

Sec. 1003. That sixty days after the passage of this Act, Tax on Use 
and thereafter on July 1 in each year, and also at the time of Yachts^ 
of the original purchase of a new boat by a user, if on any Pleasure and 
other date than July 1, there shall be levied, assessed, col- Motor Boats 
lected, and paid in lieu of the tax imposed by section 603 of 
the Rievenue Act of 1917, upon the use of yachts, pleasure 
boats, power boats, and sailmg boats, of over five net tons, 
and motor boats with fixed engines, not used exclusively for 
trade, fishing or national defense, or not built according to 
plans and si)ecifications approved by the Navy Department, 
a special excise tax to be based on each yacht or boat, at rates 
as follows: Yachts, pleasure boats, power boats, motor boats 
with fixed engines, and sailing boats, of over five net tons, 
length not over fifty feet, $1 for each foot; length over fifty 
feet and not over one himdred feet, S2 for each foot; length 
over one hundred feet, $4 for each foot; motor boats of not 
over five net tons with fiixed engines, $10. 

In determining the length of such yachts, pleasure boats, Length 
power boats, motor boats with fixed engines, and sailing boats, Determined 
the measurement of over-all length shall govern. 

In the case of a tax imposed at the time of the original 
purchase of a new boat on any other date than July 1, and in New Boats 
the case of the tax taking effect sixty da}^ after tne passage 
of this Act, the amoimt to be paid snail be the same number 
of twelfths of the amount of the tax as the number of calendar 
months (including the month of sale, or the month in which is 
included the sixty-first day after the passage of this Act, as 
the case may be) remaining prior to the following July 1. 

If the tax imposed by section 603 of the Revenue Act of Credit for 
1917, for the fiscal year ending June 30, 1919, has been Tax Paid 
paid in respect to the use of any boat, the amount so paid under 1917 
shall under such regulations as the Commissioner, with the Ad 
approval of the Secretary, may prescribe, be creoited upon 
the first tax due imder this section in respect to the use of 
such boat, or be refunded to the person paying the first tax 
imposed by this section in respect to the use of such boat. 

Sec. 1004. That if the tax imposed by section 407 or Receipt 
408 of the Revenue Act of 1916, for the fiscal year ending Issued 
June 30, 1919, has been paid by any person suoject to the 
corresponding tax imposed by this title, collectors may issue 
a receipt in lieu of special tax stamp for the amount by which 
the tax under this title is in excess of that paid or payable 
and evidenced by stamp under the Revenue Act of 1916. 
Such receipt shall be posted as in the case of the special tax 
stamp, as provided by law, and with it, within the place of 
business of the taxpayer, 
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If the corresponding tax imposed by section 407 of the 
Revenue Act of 1916 was not payable by stamp, the amount 
paid under such section for any period for whicn a tax is also 
miposed bv this title may be credited against the tax imposed 
by this title. 

Sec. 1005. That any person who carries on any business 
or occupation for which a special tax is imposed by sections 
1000, 1001, or 1002, without haying paid the specisd tax 
therein provided, shall, besides being liable for the payment 
of such special tax, be subject to a penalty of not more 
than S1,000 or to imprisonment for not more than one year 
or both. 

Sec. 1006. That section 1 of the Act of Congress ap- 
proved December 17, 1914, is hereby amended to read as 
follows: 

"Section 1. That on or before July 1 of each year every 
person who imports, manufactures, produces, compounds, 
sells, deals in, dispenses, or ^ves away opium or coca leaves, 
or any compound, manufacture, salt, derivative, or prepar- 
ation thereof, shall register with the collector of int^nal 
revenue of the district his name or style, place of business and 
place or places where such business is to be carried on, and pay 
the special taxes hereinafter provided; 

"Every person who on January 1, 1919, is engaged in 
any of the activities above enumerated, or who between such 
date and the passage of this Act first engages in any of such 
activities, shall within 30 days after the passage of this Act 
make like registration, and snail pay the proportionate part 
of the tax for the period ending Jime 30, 1919; and 

"Every person who first engages in any of such activities 
after the passage of this Act shall immediately make like 
registration and pay the proportionate part of the tax for 
the period ending on the following June 30th; 

"Importers, manufacturers, producers, or compounders, 
$24 per annum; wholesale dealers, $12 per annum; retail 
dealers, $6 per annum; ph3rsicians, dentists, veterinary sur- 
geons, and other practitioners lawfully entitled to distribute, 
dispense, give away, or administer any of the aforesaid drugs 
to patients upon whom they in the course of their profes- 
sional practice are in attendance, shall pay $3 per annum. 

"Every person who imports, manufactures, compounds, 
or otherwise produces for sale or distribution any of the 
aforesaid drugs shall be deemed to be an importer, manu- 
facturer, or producer. 

"Every person who sells or offers for sale any of said 
drugs in the original stamped packages, as hereinafter pro- 
vided, shall be deemed a wholesale dealer. 

"Every person who sells or dispenses from original 
stamped packages, as hereinafter provided, shall be deemed 
a retail dealer: Frovided. That the office, or if none, the 
residence, of any person snail be considered for the purpose 
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of this Act his place of business; but no employee of any 
person who has registered and paid special tax as herein 
required, acting within the scope of his employment, shall be 
required to register and pay special tax provided by this 
section: Provided further, Tliat officials of tne United States, 
Territorial, District of Coliunbia, or insular possessions. State 
or mimicipal governments, who in the exercise oi their 
official duties engajge in any of the business herein described, 
shall not be required to register^ nor pay special tax, nor 
stamp the aforesaid drugs as heremafter prescribed, but their 
ri^t to this exemption shall be evidenced in such manner 
as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, may by regulations pre- 
scribe. 

''It shall be unlawful for any person required to register Ads 
under the provisions of this Act to import, manufacture, UrUav^id 
produce, compound, sell, deal in, dispense, distribute, ad- 
minister, or give away any of the aforesaid drugs without 
having registered and paid the special tax as imposed by this 
section. 

"That the word 'person' as used in this Act shall be Person 
construed to mean and include a partnership, association. Defined 
company, or corporation, as well as a natiiral person; and all 
provisions of existing law relating to special taxes, as far as 
necessary, are hereby extended and made applicable to this 
section. 

"That there shall be levied, assessed, collected, and paid Tax on 
upon opium, coca leaves, any compound, saJt^ derivative^ or Sales of 
preparation thereof, produced in or imported mto the United Opiums 
States, and sold, or removed for consumption or sale, an Coca Leaves, 
internal-revenue tax at the rate of 1 cent per ounce, and or Deriva- 
any fraction of an ounce in a packajge shall be taxed as an tives 
ounce, such tax to be paid by the importer, manufacturer, 
producer, or compounder thereof, and to be represented by 
appropriate stamps, to be provided by the Commissioner of 
Internal Revenue, with the approval of the Secretary of the 
Tr^usury; and the stamps herem provided shall be so affixed 
to the bottle or other container as to securely seal the stopper, 
covering, or wrapper thereof. 

"The tax imposed by this section shall be in addition to 
any import duty imposed on the aforesaid drugs. 

"It shall be unlawful for any person to purchase, sell, Sales in 
dispense, or distribute any of the aforesaid drugs except Original 
in the original stamped package or from the original stamped Stamped 
package; and the absence of appropriate tax-paid stamps Package 
irom any of the aforesaid drugs snail oe prima facie evidence 
of a violation of this section by the person in whose possession 
same may be found; and the possession of any original 
stamped package containing any of the aforesaid drugs by 
any person who has not registered and paid special taxes as 
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required by this section shall be prima facie evidence of lia- 
bihty to such special tax: Proviaedf That the provisions of 
this paragraph sniJl not applv to any person having in his or 
her possession any of the aforesaid drugs which have been 
obtained from a registered dealer in pursuance of a prescrip- 
tion, written for legitimate medical uses, issued by a ph3r8i- 
cian, dentist, vetermary surgeon, or other practitioner regis- 
tered under this Act; and where the bottle or other contsuner 
in which such drug may be put up by the dealer upon said 
prescription bears the name and registry number of tne drug- 
gist^ serial number of prescription, name and address of the 
patient, and name, address, and registry number of the per- 
son writing said prescription; or to me dispensing, or adminis- 
tration, or giving away of any of the aforesaid drugs to a 
patient by a registered physician, dentist, veterinary surgeon, 
or other practitioner in the course of his professional practice, 
and where said drugs are dispensed or administered to the 
patient for legitimate medical purposes, and the record kept 
as reauired by this Act of the drugs so dispensed, adniin- 
isterea, distributed, or ^ven awa^r. 

''And all the provisions of existing laws relating to the 
engraving, issuance, sale, accountability, cancellation, and 
destruction of tax-paid stamps provided for in the internal- 
revenue laws are, in so far as necessary, hereb3r extended and 
made to apply to stamps provided by this section. 

"That ail unstamped packages of the aforesaid drugs 
found in the possession of any person, except as herein pro- 
vided, shall be subject to seizure and forfeiture, and all the 
provisions of existing internal-revenue laws relating to 
searches, seizures, and forfeitures of unstamped articles are 
hereby extended to and made to apply to the articles taxed 
under this Act and the persons upon whom these taxes are 
imposed. 

'' Importers, manufacturers, and wholesale dealers shall 
keep such books and records and render such monthly returns 
in relation to the transactions in the aforesaid drugs as the 
Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, may by regulations require. 

"The Commissioner of Internal Revenue, with the ap- 
proval of the Secretary of the Treasury, shall make all need- 
ful rules and regulations for carrying the provisions of this 
Act into effect." 

Sec. 1007. That section 6 of such Act of December 17, 
1914, is hereby amended to read as follows: 

"Sec. 6. That the provisions of this Act shall not be con- 
strued to appl^ to the manufacture, sale, distribution, giving 
away, dispensing, or possession of preparations and remedies 
which do not contain more than two grains of opium, or more 
than one-fourth of a grain of morphine, or more tnan one-eighth 
of a grain of heroin, or more than one grain of codeine, or any 
salt or derivative of any of them in one fluid ounce, or, if a 
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solid or Bemisolid preparation, in one avoirdupois ounce; or 
to liniments, ointments, or other preparations which are pre- 
pared for external use only, except hniments, ointments, and 
other preparations which contain cocaine or any of its salts 
or ali>na or beta eucaine or any of their salts or any i^thetic 
substitute for them: Provided, That such remedies and 
preparations are manufactured, sold, distributed, given away, 
dispensed, or possessed as medicines and not for the !pur- 
pose of evading the intensions and provisions of this Act: 
• Provided further. That any manufacturer, producer, com- 
pounder,' or vendor (induoing dispensing physicians) of the 
Preparations and remedies mentioned in this Section shall 
eep a record of all sales, exchanges, or gifts of such prepara- 
tions and remedies in such manner as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the 
Treasurv, shall direct. Such record shall be preserved for 
a period of two years in such a way as to be readily access- 
ible to inspection by any officer, agent, or employee of l^e 
Treasury Department duly authorized for that purpose, and 
the State, Territorial, District, municipal, and insular officers 
named in Section 5 of this Act, and every such person so pos- 
sessing or disposing of such preparations and remedies snaJI 
register as required in Section 1 of this Act and, if he is not 
paying a tax under this Act, he shall pay a special tax of one 
doUar for each year, or fractional part thereof, in which he 
is engaged in such occupation^ to the collector of internal 
revenue of the district m which he carries on such occupar 
tion as provided in this Act. The provisions of this Act as 
amended shall not apply to decocaimzed coca leaves or prep- 
arations made therefrom, or to other preparations of coca 
leaves which do not contain cocaine." 

Sec. 1008. That all opium, its salts, derivatives, and Seized 
compounds, and coca leaves, salts, derivatives, and com- Drugs 
pounds thereof, which may now be under seizure or which Forfeited 
may hereafter be seized by the United States Government to U, S, 
from any person or persons charged with any violation of 
the Act of October 1, 1890, as amended by the Acts of March 
3, 1897, February 9, 1909, and January 17, 1914, or the Act 
of December 17\ 1914, shall upon conviction of the person or 
persons froip whom seized be confiscated by and forfeited to 
the United States; and the Secretary is hereby authorized 
to deliver for medical or scientific purposes to any department, 
bureau, or other agency of the Umted States Government 
upon proper application therefor under such regulation as 
may be prescribed by the Commissioner, with the approval 
of uie Secretary, any of the drugs so seized, confiscated, and 
forfeited to the United States. 

The provisions of this section shall also apply to any of the 
aforesaid drugs seized or coming into the possession of the 
United States in the enforcement of any of the above-men- 
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tioned Acts where the owner or owners thereof are unknown. 
None of the aforesaid drugs coming into possession of the 
United States under the operation of said Acts, or the pro- 
visions of this section, shall be destroyed without certification 
by a committee appointed by the Conmiissionery willi the 
approval of the Secretary, tnat they are of no value for 
medical or scientific purposes. 

Sec. 1009. That the Act approved October 22, 1914, 
entitled ''An Act to increase the internal revenue, and for 
other purposes," and the Joint resolution approved December 
17, 1915, entitled "Jomt resolution extending the pro- 
visions of the Act entitled 'An Act to increase the internal 
Provisions revenue, and for other purposes,' approved October twenty- 
Repealed second^ nineteen hundred and fourteen, to December thirty- 

first, nmeteen hundred and sixteen," £-re herebjr repealed, ex- 
cept that the provisions of such Act shall remain in force for 
the assessment and collection of all special taxes imposed by 
sections 3 and 4 thereof, or by such sections as extended by 
such joint resolution, for any year or part thereof ending 
prior to January 1, 1917, and of all other taxes imposed by 
such Act, or by such Act as so extended, accrued prior to 
September 8, 1916. and for the imposition and collection of 
all penalties or forieitures which have accrued or may accrue 
in relation to any of such taxes. 
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Tide XI. — Stamp Taxes 

Under Schedule A* 

In lien of Taxes Imposed by former Laws 

(EffectiTe April 1, 1919) 

Summary tax 

AoBEEMENTS (See Capital Stock; Produce). 

Bill of SaIjE {See Capital Stock; Produce). 

Bonds, Debentures, or Certificates of In- 
debtedness, issued by any person and ail cor- 
porate securities issued with interest coupons or 
in registered form, on each $100 or fraction thereof $ . 05 
Renewals are taxed as new issues. 
When bond is conditioned for payment or repay- 
ment of money in a penal sum greater than the 
debt secured, the tax shall be on the amount 
secured. 

Bonds, Indemnity and Surety, Policies of Guar- 
anty and Fidelity Insurance, not otherwise pro- 
vided for in Schedule A (except in legal proceed- 
ings and reinsurance), each ' .50 
Where premium is charged for issuance, exe- 
cution, renewal, or continuance, on each $1.00 or 
fraction of premium . 01 

*Penalty for illegally usizig, removing, busdng, selling, or de- 
flrtiroying any stamp, die i)late or impression thereof, is fine not 
to exceed $1,000 or imprisonment not to exceed five years, or 
both. (Sec. 1103.) 

Penalty for making, accepting, mgning or issuing any instru- 
ment or other paper; consigning or shipping any article by 
pueel post; manufacturing, importing or selling any playing 
Cfurds, package, or other article, without the full amount ox 
tax being paid, or using an adhesive stamp without cancelling 
it, is fine not to exceed $100 for each o£Fense. (Sec. 1102.) 

Persons using stamps shall cancel same by writing or stamp- 
ing initials of name and date. (Sec. 1104.) 

Stamps are on sale by several collectors of internal revenue, 
postmasters, assistant treasurers and designated depositories 
of the United States. (Sees. 1106 and 1107.) 

Bonds, notes or other instruments issued by the United 
States or by any foreign government or by an^ State, Terri- 
tonr, or the District of Ckuumbia, or local subdivision thereof; 
or bonds of indemnity required by the United States to secure 
the payment of penaons, allowances, idlotments, reUef or in- 
surance; or stocks and bonds issued bv oodperative building and 
loan associations operating exclusively for the benefit of their 
members making loans only to their shareholders; or by mutual 
ditch or irrigation comi>anies shall not be subject to tax. 
(Sec. 1101.) 
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TAX 

Capital Stock, Original Issue 
With par value, each $100 face value or fraction $.05 

Without par value, actual value $100 or less per 
share, each share . 05 

Without par value, actual value over $100, per 
share, each $100 or fraction . 05 

Stamps to be attached to stock books and not to certificates. 

Capital Stock and Rights to Sxtbscbibe, Sales 
OR Transfers. 

With par value, each $100 face value or fraction .02 

Without par value, actual value $100 or less per 
share, each share .02 

Without par value, actual value in excess of $100 

per share, each $100 or fraction .02 

Deposit of certificates as collateral not taxable. 

Deuveries to brokers for sale or by brokers on account pur- 
chase not taxable. 

Stamps shall be affixed to a — ^Transfer books where shown 
onj^on books; b — Certificate where transfer is by certificate; 
o— -Bill of sale where certificate delivered in blank. 

Penalty for violation: fine not exceeding $1,000 imprisonment 
not exceeding 6 months, or both. 

Certificates of Indebtedness {See Bonds of In- 
debtedness). 

Checks, not payable at sight or on demand {See 
Drafts and Checks.) 

Conveyances of Real Estate, by deed, instru- 
ment, or writing (not to secure debt), on considera- 
tion less encumbrances remaining thereon at time 
of sale: 

Exceeding $100, not in excess of $500 .50 

Each additional $500 or fraction thereot .50 

Corporate Securities {See Bonds of Indebtedness). 

Corporate Securities, all instruments issued by 
corporations with interest coupons or in registered 
form {See Bonds of Indebtedness). 
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Deeds {See Conveyances). tax 

Drafts ob Checks, not payable at sight or on de- 
mand, per each $100 or fraction thereof $ . 02 

Stamps to be attached at time of acoeptanoe or delivery 
within the United States, whichever is prior. 

Entry of Merchandise at Custom House — on 
value of merchandise: 

Not exceeding $100 . 25 

Exceeding $100 and not exceeding $500 .50 

Exceeding $500 1.00 

Entry, for withdrawal of merchandise from cus- 
toms bonded warehouse . 50 

Insurance, Guaranty and Fidelity, {See Bonds of 
Indemnity). 

Memorandum of Sale {See Produce). 

Notes {See Promissory Notes). 

Parcel Post Packages — ^for each 25c. or fraction 
charged for transportation, from one point in 
U. S. to another therein, on packages upon which 
the postage is S5c. or more, to be paid by consignor . 01 

No package shall be transported unless stamps are attached. 

Mortgage Guaranty, Policies of {See Bonds of 
Indebtedness). 

Passage Ticket, one way or round trip trans- 
portation by vessels from U. S. to destination 
not in the U. S., Canada or Mexico: 

Not exceeding $30 1 . 00 

Exceeding $30 and not exceeding $60 3 . 00 

Exceeding $60 . 5.00 

Tickets not in excess of $10 are exempt. 

Playing Cards, pack containing not over 54 cards .08 

Policies of Insurance, Certificates, Binders, or 
other instruments (except policies of reinsurance) 
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TAX 

of pren^um charged on each dollar or fraction 
thereof $.03 

Notb: Insurance referred to is that made or renewed upon 
proi)erty within U. S. against peril by sea, or on land and inland 
waters, or by fire, lightning, tornado, bombardment, etc., issued 
to a domestic oorpK>ration, partnership or individual resident of 
the U. S. by a foreign corporation, partnership or individual not 
a resident of the U. S. when such policy or instrument is not 
signed by an agent of the insurer within any State. Territory or 
district of the U . S. within which insurer is authorised to do busi- 
ness. 

If, with intent to evade the tax, stamps are not affixed to pol- 
icies or instruments, in addition to other penalties, a fine of doiu>le 
the tax shall be paid. 

Policies of Guaranty and Fidelity Insurance 
(See Bonds of Indemnity). 

Power of Attorney, except for use in Government 

pensions or claims, or in bankruptcy cases . 25 

Promissory Notes and each renewal of the same, 

per $100 or fraction . 02 

Bank notes issued for circulation; or promissory notes, when 
secured by obligations of the United States issued after April 
24, 1917, or secured by a promissory note secured by such 
obligations, if the par value of said obligations are not less 
than the amount of such note, are not taxable. 

Produce, sales of, on exchange for future delivery, 

on each $100 in value or fraction . 02 

So called transferred or scratch sales are not subject to tax. 

Stamps shall be attached to bill or agreement of sale which 
shall show date of sale, name of seller, amoimt of sale, and the 
matter to which it refers. 

Transfer of contracts to a clearing house for the purpose of 
adjusting accounts provided no beneficial interest is passed to 
such clearing house, is not subject to tax. 

Sales for immediate delivery not taxable. 

Penalty for violation: fine not exceeding $1,000, or imiHison- 
ment not exceeding 6 months, or both. 

Proxies, for election of oflScers or meeting for 
transaction of business of corporation, except for 
use in religious, educational, charitable, fraternal 
or literary societies or public cemeteries . 10 

Rights (See Capital Stock, Sales or Transfer). 
Sales (See Capital Stock; Conveyances; Produce). 

Title Insurance Policies of (See Bonds of In- 
debtedness). 

Transfers {See Capital Stock). 
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Text of Law — Title XL 

Sbc. 1100. That on and after April 1, 1919, there shall be 
levied, collected, and paid, for and in respect of the several 
bonds, debentures, or certificates of stock and of indebtedness, 
and other documents, instruments, matters, and things men- 
tioned and described in Schedule A of this title, or for or in respect 
of the vellum, parchment, or paper upon which such instru- 
ments, matters, or things, or any of them, are written or 
printed, by any person who makes, signs, issues, sells, removes, 
consigns, or ships the same, or for whose use or benefit the same 
are made, signed, issued, sold, removed, consigned, or shipped, 
the several taxes specified in such schedule. The taxes im- 
posed by this section shall, in the case of any article upon 
which a corresponding stamp tax is now imposed by law, be in 
lieu of such tax. 

Sec. 1101. That there shall not be taxed imder this InstrumerUa 
title any bond, note, or other instnunent, issued by the Exempt 
United States, or by any foreign Government, or by any 
State, Territory, or the District of Columbia, or local sul>- 
division thereof, or mimicipal or other corporation exer- 
cising the taxing power; or any bond of indemnity required 
to be filed by anv person to secure payment of any pen- 
sion, allowance, allotment, relief, or insurance by the United 
States; or stocks and bonds issued by cooperative building 
and loan associations which are organized and operated 
exclusively for the benefit of their members and make loans 
only to their shareholders, or by mutual ditch or irrigating 
companies. 

Sec. 1102. That whoever — 

(a) Makes, signs, issues, or accepts, or causes to be made, Penalty 
signed, issued, or accepted, any instnmient, docmnent, or 

paper of any kind or description whatsoever without the full 
amount of tax thereon being duly paid; 

(b) Consigns or ships, or causes to be consigned or 
shipped, by parcel post any parcel, package, or article with- 
out the full amount of tax being duly paid; 

(c) Manufactures or Imports and sells, or offers for sale, 
or causes to be manufactured or imported and sold, or offered 
for sale, any playing cards, package, or other article without 
the full amount of tax being duly paid; 

(d) Makes use of any adhesive stamp to denote any tax 
imposed by this title without canceling or obhterating such 
stsuaap as prescribed in section 1104; 

Is guilty of a nusdemeanor and upon conviction thereof 
shall pay a fine of not more than $100 for each offense. 

Sec. 1103. That whoever— 

(a) Fraudulentljr cuts, tears, or removes from any vellum, 
parchment, paper, instrument, writing, package, or article, 
upon whicn any tax is imposed by this title, any adhesive 
stamp or the impression of any stamp, die, plate, or other 
article provided, made, or used m pursuance of this title; 
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(b) Fraudulently uses, joins, fixes, or places to, with, 
or upon any vellum, parcnment, paper, instrument, writing, 
package, or article, upon which an^r tax is imposed by this 
title, (1) any adhesive stamp, or the impression of any stamp, 
die, plate, or oth^r article, which has been cut, torn, or re- 
moved from any other vellum, parchment, paper, instrument, 
writing, package, or article, upon which any tax is imposed 
by this title; or (2) any adhesive stamp or the impression of 
any stamp, die, plate, or other article of insufficient value; or 
(3) any forged or counterfeit stamp, or the impression of any 
forged or counterfeited stamp, die, plate, or other article; 

(c) Wilfully removes, or alters the cancellation, or de- 
facing marks of, or otherwise prepares, any adhesive stamp, 
with mtent to use, or cause the same to be used, after it has 
been already used, or knowingly or wilfully buys, sells, offers 
for sale, or gives away, any such washed or restored stamp to 
any person for use, or knowingly uses the same; 

(d) Knowingly and without lawful excuse (the burden 
of proof of such excuse being on the accused) has in possession 
any washed, restored, or altered stamp, which has been 
removed from any vellum, parchment, paper, instrument, 
writing, package, or article; 

Is guilty of a misdemeanor, and upon conviction shall 
be punished by a fine of not more than $1,000, or by im- 
• prisonment for not more than five years, or both, ana any 
such reused, canceled, or counterfeit stamp and tne vellum, 
parchment, document, paper, package, or article upon which 
it is placed or impressed shall be forfeited to the United States. 

CanceUation Sec. 1104. That whenever an adhesive stamp is used 
for denoting any tax imposed by this title, except as herein- 
after provided, the person using or affixing the same shall 
write or stamp or cause to be written or stamped thereupon 
the initials of his or its name and the date upon which the 
same is attached or used, so that the same may not again be 
used: Providedy That the Commissioner may prescribe such 
other method for the cancellation of jsuch stamps as he may 
deem expedient. 

Stamps Sec. 1105. (a) That the Commissioner shall cause to 

be prepared and distributed for the payment of the taxes pre- 
scribed in this title suitable stamps denoting the tax on 
the document, articles, or thing to which the same may be 
affixed, and shall prescribe such method for the affixing of 
said stamps in substitution for or in addition to the method 
provided m this title, as he ma^ deem expedient. 

(b) The Commissioner, with the approval of the Secre- 
tary, is authorized to procure any of the stamps provided for 
in this title by contract whenever such stamps can not be 
speedily prepared by the Bureau of Engraving and Printing; 
but this authority shall expire on January 1, 1920, except 
as to imprinted stamps furnished under contract, authorized 
by the Commissioner. 

[192] 



(c) All uxtemal-revenue laws relating to the assessment 
and collection of taxes are hereby extended to (and made a 
part of this title, so far as applicable, for the purpose of col- 
^ting stamp taxes omitted through mistake or fraud from 
any instrument, document, paper, writing, parcel, package, 
or article named herein. 

Sec. 1106. That the Commissioner shall furnish to 
the Postmaster Greneral without prepayment a suitable 
quantity of adhesive stamps to be distributed to and kept 
on sale by the various postmasters in the United States. 
The Postmaster General may require each such postmaster 
to give additional or increased bond as postmaster for the 
value of the stamps so furnished, and each such postmaster 
shall deposit the receipts from the sale of such stamps to 
the credit of and render accounts to the Postmaster General 
at such times and in such form as he may by regulations pre- 
scribe. The Postmaster General shall at least once monthly 
transfer all collections from this source to the Treasury as 
internal-revenue collections. 

Sec. 1107. That the collector^ of the several districts 
shall furnish without prepayment to any assistant treasurer 
or designated depositary of the United States located in 
their respective collection districts a suitable ouantity of 
adhesive stamps for sale. In such cases the collector may 
require a bond, with sufficient sureties, to an amount equal 
to the value of the adhesive stamps so lumished, conditioned 
for the faithful return, whenever so required, of all quantities 
or amounts undisposed of, and for the payment monthly of 
all quantities or amounts sold or not remaining on hand. 
The Secretary may from time to time make such regulations 
as he may find necessary to insure the safekeeping or prevent 
the illegal use of aU such adhesive stamps. 

SCHEDULE A.— STAMP TAXES 

1. Bonds of indebtedness: On all bonds, debentures, 
or certificates of indebtedness issued by any person, and all 
instruments, however termed, issued by any corporation with 
interest coupons or in registered form, known generally as 
corporate securities, on each $100 of lace value or fraction 
thereof, 6 cents: Provided ^ That every renewal of the fore- 
going shall be taxed as a new issue: Provided further, That 
when a bond conditioned for the repayment or payment of 
money is given in a penal sum greater than the debt secured, 
the tax shall be based upon the amount secured. 

2. Bonds, indemnity and surety: On all bonds exe^ 
cuted for indemnifying any person who shall have become 
bound or engaged as surety, and on all bonds executed for 
the due execution or performance of any contract, obliga- 
tion, or requirement, or the duties of any office or position, 
and to account for money received by virtue thereof, and on 
all policies of guaranty and fidelity insurance, including policies 
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^aranteeing titles to real estate and mortgage guarantee pol- 
icies, and on all other bonds of anv description, made, issu^ 
or executed, not otherwise provided for in tnis schedule, except 
such as may be required in legal proceedings, 50 cents: Pro- 
videdj That where a premium is charged for the issuance, 
execution, renewal or continuance of such bond the tax shall 
be 1 cent on each dollar or fractional part thereof of the pre- 
mium charged: Provided further, That policies of reinsurance 
shall be exempt from the tax imposed b}r this subdivision. 

3. Capital stock, issue: On each ori^al issue, whether 
on orgamzation or reor^nization, of certificates of stock, or 
of profits, or of interest in property or accumulations, by anv 
corporation, on each $100 of face value or fraction thereof, 
5 cents: Provided, That where a certificate is issued without 
face value, the tax shall be 5 cents pNer share, imless the actual 
value is in excess of $100 per share, in which case the tax shall 
be 5 cents on each $100 of actual value or fraction thereof. 

The stamps representing the tax imposed by this sub- 
division shall be attached to the stock books and not to the 
certificates issued. 

4. Capital stock, sales or transfers: On all sales, or agree- 
ments to sell, or memoranda of sales or deliveries of, or trans- 
fers of legal title to shares or certificates of stock or of profits 
or of interest in property or accumulations in any corporation, 
or to rights to subscribe for or to receive such shares or cer- 
tificates, whether made upon or shown by the books of the 
corporation, or by any assignment in blank, or by any de- 
livery, or by any paper or agreement or memorandum or other 
evidence of transfer or sale, whether entitling the holder in 
any manner to the benefit of such stock, interest, or rights, 
or not, on each $100 of face value or fraction thereof, 2 cents, 
and where such shares are without par or face value, the tax 
shall be 2 cents on the transfer or sale or agreement to sell 
on each share, unless the actual value thereof is in excess of 
$100 per share, in which case the tax shall be 2 cents on each 
$100 of actual value or fraction thereof: Provided, That it 
is not intended by this title to impose a tax upon an agree- 
ment evidencing a deposit of certificates as collateral security 
for money loaned thereon, which certificates are not actus^y 
sold, nor upon the delivery or transfer for such piupose of 
certificates so deposited: Provided further, That the tax 
shall not be imposed upon deliveries or transfers to a broker 
for sale, nor upon deliveries or transfers by a broker to 
a customer for whom and upon whose order he has pur- 
chased same, but such deliveries or transfers shall be ac- 
companied by a certificate setting forth the facts: Pro- 
vided further. That in case of sale where the evidence of 
transfer is shown only by the books of the corporation the 
stamp shall be placed upon such books; and where the 
change of ownership is by transfer of the certificate the stamp 
shall be placed upon the certificate; and in cases of an agree- 
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ment to sell or where the transfer is by delivery of the certifi- 
cate assigned in blank there shall be made and clelivered by the 
seller to the buyer a bill or memorandum of such sale, to which 
the stamp shall be affixed : and every bill or memorandum 
of sale or agreement to sell before mentioned shall show the 
date thereof, the name of the seller, the amount of the sale, 
and the matter or thing to which it refers. Any person 
liable to pay the tax as herein provided, or anyone who 
acts in the matter as agent or broker for such person, who 
makes any such sale, or who in pmrsuance of any such sale, 
delivers any certificate or evidence of the sale oi any stock, 
interest or right, or bill or memorandum thereof, as herein 
required, without having the proper stamps affixed thereto 
with intent to evade the foregomg provisions, shall be deemed 
guilty of a misdemeanor, and upon conviction thereof shall 
pay a fine of not exceeding $1,000, or be imprisoned not more 
than six months, or both. 

5. Produce, sales of, on exchange: Upon each sale. Sales of 
agreement of sale, or agreement to sell (not including so- Produce 
called transferred or scratch sales), any products or mer- 
chandise at, or under the rules or usages of, any exchange, 
or board of trade, or other similar place, for future delivery, 
for each $100 in value of the merchandise covert by said 
sale or agreement of sale or agreement to sell, 2 cents, and 
for each additional $100 or fractional part thereof in excess 
of $100, 2 cents: Provided, That on every sale or agreement 
of sale or agreement to sell as aforesaid there shall oe made 
and delivered by the seller to the buyer a bill, memoran- 
dum, agreement, or other evidence of such sale, agreement 
of sale, or agreement to sell, to which there shall be affixed a 
lawful stamp or stamps in value equal to the amoimt of the 
tax on such sale: Provided further. That sellers of conmiodi- 
ties described herein, having paid the tax provided by this 
subdivision, may transfer such contracts to a clearing- 
house corporation or association, and such transfer shall 
not be deemed to be a sale, or agreement of sale, or an agree- 
ment to sell within the provisions of this Act, provided that 
8uch transfer shall not vest any beneficial interest in such 
clearing-house association but shall be made for the sole 
purpose of enabling such clearing-house association to adjust 
ana balance the accoimts of the members of such cleanng- 
house association on their several contracts. E^ery such 
bill, memorandum, or other evidence of sale or im*eement 
to sell shall show the date thereof, the name of the seller, 
the amount of the sale, and the matter or thing to which it 
refers; and any person liable to pay the tax as herein pro- 
vided, 6r anyone who acts in the matter as agent or broker 
for such person, who makes any such sale or agreement of 
sale, or agreement to sell, or who, in pursuance of any such sale, 
agreement of sale, or agreement to sell, delivers any such prod- 
ucts or merchandise without a bill, memorandum, or other 

[195] 



ExemptUms 



Drafts and 
Checks 



Nat Applir- 
cable to 
Certain 
Promissory 
Notes 



Connfeyances 



Entries 



Entries for 
Withdrawals 

Passage 
Tickets 



Proxies 



evidence thereof as herein required, or who delivers such bill, 
memorandum, or other evidence of sale, or agreement to sell, 
without having the proper stamps affixed thereto, with intent 
to evade the foregoing provisions, shall be deemed guilty 
of a misdemeanor^ and upon conviction thereof shall pav a 
fine of not exoeedmg $1,000 or be imprisoned not more than 
six months, or both. 

No bill, memorandum, agreement, or other evidence of 
such sale, or agreement of sale, or agreement to sell, in 
case of cash sales of products or merchandise for inunecuate 
or prompt deUvery which in good faith are actually intended 
to be delivered shall be subject to this tax. 

6. Drafts or checks (payable otherwise than at si^t or 
on demand) upon their acceptance or delivery withm the 
United States whichever is prior, promissory notes, except 
bank notes issued for circulation, and for eacn renewal of the 
same, for a sum not exceeding $100, 2 cents; and for each 
additional $100 or fractional part thereof, 2 cents. 

This subdivision shall not apply to a promissory note 
secured by the pledge of bonds or obligations of the United 
States issued after April 24, 1917, or secured by the pledge 
of a promissory note which itself is secured by the pledge of 
such Donds or obligations: Provided, That in either case the 
par value of such bonds or obligations shall be not less than 
the amount of such note. 

7. Conveyances: Deed, instrument, or writing, whereby 
an]r lands, tenements, or other realty sold shall he granted^ 
assigned, transferred, or otherwise conveyed to, or vested in, 
the purchaser or purchasers, or any other person or persons, 
by his, her, or their direction, when the consideration or value 
of the interest or property conveyed, exclusive of the value of 
any lien or encumbrance remaining tnereon at the time of sale, 
exceeds $100 and does not exceed $500, 50 cents; and for 
each additional $500 or fractional part thereof, 50 cents. 
This subdivision shall not apply to any instrument or writing 
given to secure a debt. 

8. Entry of any goods, wares, or merchandise at any 
customhouse, either for consumption or warehousing, not 
exceeding $100 in value, 25 cents; exceeding $100 and not 
exceeding $500 in value, 50 cents; exceeding $500 in value, $1. 

9. Entry for the withdrawal of any goods or merchandise 
from customs bonded warehouse, 50 cents. 

10. Passage ticket, one way or round trip, for each 
passenger, sokl or issued in the United States for passage by 
any vessel to a port or place not in the United States, Can- 
ada, or Mexico, if costing not exceeding $30, $1; costing 
more than $30 and not exceeding $60, $3; costing more 
than $60, $5. This subdivision shall not apply to passage 
tickets costing $10 or less. 

11. Proxy for voting at any election for officers, or meet- 
ing for the transaction of business, of any corporation, 
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except religious, educational, charitable, fraternal, or literary 
societies, or public cemeteries, 10 cents. 

12. Power of attorney granting authority to do or per- Powers of 
form some act for or in behalf of the grantor, which authority Attorney 
is not otherwise vested in the grantee, 25 cents. This sub- 
division shall not apply to any papers necessary to be used 

for the collection of claims from tne United States or from 
any State for pensions, back pay, bounty, or for property 
lost in the military or naval service, or to powers of attorney 
required in bankruptcy cases. 

13. Playing cards: Upon every pack of playing cards Playing 
containing not more than fifty-four cards, manufactured or Cards 
imported, and sold, or removed for consumption or sale, 

a tax of 8 cents per pack. 

14. Parcel-post packages: Upon every parcel or pack- Pared Post 
age transported from one point in the United States to 

another by parcel post on which the postage amounts to 25 
cents or more, a tax of 1 cent for eacn 25 cents or fractional 
part thereof charged for such transportation, to be paid by the 
consignor. 

No such parcel or package shall be transported until a 
stamp or stamps representing the tax due shall have been 
affixed thereto. 

15. On each policy of insurance, or certificate, binder. Insurance 
covering note, memorandum, cablegram, letter, or other Instruments 
instnmient by whatever name called whereby insmrance is 

made or renewed upon property within the United States 
(including rents and profits) against peril by sea or on inland 
waters or in transit on land (including transshipments and 
storage at termini or way points) or by fire, lightnmg, tornado, 
wind-storm, bombardment, invasion, insurrection or riot, 
issued to or for or in the name of a domestic corporation or 

Eartnership or an individual resident of the United States 
y any foreign corporation or partnership or any individual 
not a resident of the United States, when such policy or other 
instnunent is not si^ed or countersigned by an officer or 
agent of the insurer in a State, Territory, or district of the 
United States within which such insmrer is authorized to do 
business, a tax of 3 cents on each dollar, or fractional part 
thereof of the premium charged: Provided j That policies of 
re-insiu*ance shall be exempt from the tax impost by this 
subdivision. 

Any person to or for whom or in whose name an^ such Penalty 

golicy or other instrument is issued, or any solicitor or 
roker acting for or on behalf of such person in the pro- 
curement of any such policy or other instrument, shall affix 
the proper stamps to such policy or other instrument, and for 
failure to affix such stamps with intent to evade the tax shall, 
in addition to other penalties provided therefor, pay a fine 
of double the amount of the tax. 
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Title Xn. 

TAX ON EMPLOYMENT OF CHILD LABOR 

Summary 

Employers of child labor, under conditions outlined in 
Section 1200, are required to pay, in addition to all other 
taxes, an excise tax of 10 per centum of the entire net 
profits received or accrued from the sale or disposition of 
the product of the particular business or establishment. 
(Sec, 1200.) The net profits shall be determined by de- 
ducting from the gross income received or accrued for the 
taxable year from the sale or disposition of the products 
manufactured within the United States, the items enumer- 
ated in Section 1201. 

Employers Not Taxable 

The employment of a child in good faith by a person 
who has relied upon a certificate issued as prescribed under 
the law as to the age of such child, shall not subject such 
person to this tax. (Sec, 1203-a.) 

The tax shall also not apply to a person who proves he 
has permitted a child to work under a mistake of fact as to 
the child's age, and without intention of evading the tax. 
(Sec. 1203-b.) 

Returns and Payment op Tax 

Returns shall be made, under prescribed regulations, on 
or before the first day of the third month following the 
close of each taxable year, to the collector for the district 
in which the taxpayer's principal oflSce or place of business 
is located. Tax shall be paid within 30 days after notice. 
(Sees. 1204, 1205.) 

Authority to Inspect Mines, Factories, Etc. 

The Commissioner or his duly authorized agent, for the 
purposes of this Act, may inspect any mine, quarry, mill, 
cannery, workshop, factory or manufacturing establish- 
ment. Refusal or obstruction of an authorized entry or 
inspection is punishable by a fine of not more than $1,000, 
or imprisonment for not more than one year, or both. 
(Sec. 1206.) 
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Text of Law — Title XIL 

Sec. 1200. That every person (other than a bona fide 
bo3rs' or girls' canning club recognized bv the Agricultural 
Department of a State and of the United States) operating 
(a) any mine or ouarry situated in the United States in Emj)loyer8 
which children under the age of sixteen years have been Subject 
employed or permitted to work during any portion of the to Tax 
taxable year; or (b) any mill, cannery, workshop, factory, 
or manufacturing establishment situated in the Umted States 
in which children under the age of fourteen years have been 
employed or permitted to work, or children between the 
ages of fourteen and sixteen have been employed or per- 
mitted to work more than eight hours in any day or more 
than six da3rs in any week, or after the hour of seven o'clock 
post meridian, or before the hoiu* of six o'clock ante meridian, 
auring any portion of the taxable year, shall pay for each 
taxable year, in addition to all other taxes imposed by law, Rctte of Tax 
an excise tax equivalent to 10 per centum of the entire net 
profits received or accrued for such year from the sale or 
disposition of the product of such mine, quarry, mill, cannery, 
workshop, factory, or manufacturing establishment. 

Sec. 1201. That in computing net profits under the pro- Deductions 
visions of this title, for the purpose of the tax there shall Allowed 
be allowed as deductions from the gross amount received or 
accrued for the taxable year from Sie sale or disposition of 
such products manufactured within the United States the 
followmg items. 

(a) The cost of raw materials entering into the pro- Cost of Raw 
duction: Materials 

(b) Kunnin^ expenses, including rentals, cost of re- 
pairs, and mamtenance, heat, power, insurance, manage- Running 
ment, and a reasonable allowance for salaries or other com- Expenses, 
pensations for personal services actually rendered, and for etc. 
depreciation; 

(c) Interest paid within the taxable year on debts or Interest 
loans contracted to meet the needs of the business, and the 
proceeds of which have been actually used to meet such 
needs; 

(d) Taxes of all kinds paid during the taxable year Taxes 
with respect to the business or property relating to the pro- 
duction; and 

(e) Losses actually sustained within the taxable year Losses 
in connection with the business of producing such products, 
including losses from fire, flood, storm, or other casualties, Sales of 
and not compensated for by ins\u*ance or otherwise. Products of 

Sec. 1202. That if any such person during any taxable Mine, etc., 

year or piurt thereof, whetner under any agreement, arrange- at less than 

ment, or understanding or otherwise, sells or disposes of any Market 

product of such mine, quarry, mill, cannery, workshop, Price 
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factory, or maniifactiiring establishment at less than the fair 
market price obtainable therefor either (a) in such manner 
afl directly or indirectly to benefit such person or any person 
directly or indirectly mterested in the Dusiness of such per- 
son; or (b) with mtent to cause such benefit; the {i^ross 
amount received or accrued for such year or part thereof 
from the sale or disposition of such product shall be taken 
to be the amount which would have been received or accrued 
from the sale or disposition of such product if sold at the 
fair market price. 

Sec. 1203. (a) That no person subject to the provisions 
of this title shall be liable for the tax herein imposed if the 
onljr employment or permission to work which but for this 
section would subject him to the tax, has been of a child as 
to whom such person has in good faith procured at the time 
of employing such child or permitting him to work, and has 
since m good faith relied upon and kept on file a certificate, 
issued in such form, under such conditions and by such persons 
as may be prescribed by a board consisting of the Secretary, 
the Commissioner, and the Secretary of Labor, showing the 
child to be of such age as not to subject such person to the tax 
imposed by this title. Any person who knowingly makes a 
false statement or presents false evidence in or m relation 
to any such certificate or application therefor shall be pim- 
ished by a fine of not less than $100, nor more than $1,000, 
or by imprisonment for not more tnat three months, or by 
both such fine and imprisonment, in the discretion of the 
court. 

In any State desi^ated by such board an employment 
certificate or other similar paper as to the age of the childy 
issued under the laws of that State, and not inconsistent with 
the provisions of this title, shall have the same force and 
efiPect as a certificate herein provided for. 

(b) The tax imposed by this title shall not be imposed 
in the case of any person who proves to the satisfaction of 
the Secretary that the only employment or permission to work 
which but for this section would subject him to the tax, has 
been of a child employed or permitted to work under a mistake 
of fact as to the age of such child, and without intention to 
evade the tax. 

Sec. 1204. That on or before the first day of the third 
month following the close of each taxable year, a true and 
accurate return under oath shall be made by each person 
subject to the provisions of this title to the collector for the 
district in which such person has hisprincipal office or place 
of business, in such form as the Cfommissioner, with the 
approval of the Secretary, shall prescribe^ setting forth 

rcifically the gross amount of income received or accrued 
ing such year from the sale or disposition of the product 
of any mine, quarry, mill, cannery, workshop, factory, or 
manufacturing establishment, in which children have been 
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employed subjecting him to the tax imposed by this title, 
and from the total thereof deducting the aggregate items of 
allowance authorized by this title, and such other particulars 
as to the gross receipts and items of allowance as the Com- 
missioner, with the approval of the Secretary may require. 

Sec. 1205. That all such retimis shall be transmitted Payment 
forthwith by the collector to the Commissioner, who shall, as of Tax 
soon as practicable, assess the tax found due and notify the 
person making sucn return of the amount of tax for which 
such person is liable, and such person shall pay the tax to 
the collector on or before thirty days from the date of such 
notice. 

Sec. 1206. That for the purposes of this Act the Com- TnapecUon 
missioner, or any other person duly authorized by him, shall of Quarries, 
have autnority to enter and inspect at any time any mine, ^. 
quarry, mill, cannery^^ workshop, factory, or manufacturing 
estabhahment. The Secretary of Labor, or any person dulv 
authorized by him. shall, for the purpose of comptlying with 
a request of the Commissioner to make such an inspection, 
have like authority, and shall make report to the Commis- 
sioner of inspections made under such authority in such 
form as may be prescribed by the Commissioner with the 
approval of the Secretary of the Treasury. 

Any person who refuses or obstructs entry or inspection 
authorized by this section shall be punished by a fine of not 
more than $1,000, or by imprisonment for not more than 
one year, or both such fine and imprisonment. 

Sec. 1207. That as used in this title the term ^Haxable Taxable 
year" shall have the same meaning as provided for the pur- Year 
poses of income tax in section 200. The first taxable ]^ear 
for the purposes of this title shall be the period between sixty 
days after the passage of this Act and December 31, 1919. 
both inclusive, or such portion of such period as is included 
within the fiscal year (as defined in section 200) of the tax- 
payer. 

Title Xni. — General Administrative 

Provisions 
Text of Law 

Sec. 1300. That hereafter the salary of the Commis- Sdlariee 
missioner shall be $10,000 a year. The difference between 
the amount appropriated imder existing law and the salary 
herein establisned shall, for the period oetween the passage 
of this Act and July 1, 1919, be paid out of the appropriations 
for collecting internal revenue. 

Sec. 1301. (a) That hereafter there may be employed 
in the Bureau of Internal Revenue, in lieu of the deputy com- 
missioners whose salaries are now fixed by law, five deputy 
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commissioners and an assistant to the Commissioner^ who 
shall ea'ch receive a salary of $5,000 a year, payable monthly. 
The assistant to the Commissioner may be authorized by the 
Commissioner to perform any duties which the deputy com- 
missioners may perform under existing law. 

(b) The salaries of collectors may be readjusted and 
increased under such regulations as may be prescnbed by the 
Commissioner, subject to the approval of the Secretary, but 
no collector shall receive a salary m excess of $6,000 a year. 

(c) There is hereby appropriated, out of any money in 
the Treasury not otherwise appropriated, for the fiscal year 
ending June 30, 1919, the sum of $7,500,000 for the expenses 
of assessing ana collecting the internal-revenue taxes as pro- 
vided in this Act, including the employment of necessary offi- 
cers, attorneys, experts, agents, inspectors^ deputy collectors, 
clerks, janitors, and messen^rs^ in the District of Columbia 
and tne several collection distncts, to be appointed as pro- 
vided by law, telegraph and telephone service, rental and re- 
pair of quarters, postage, and the purchase of such supplies, 
equipment, furniture, mechanical devices, printing, stationery, 
law Dooks and books of reference, not to exceed $500 for street 
car fares in the District of Columbia, and such other articles 
as may be necessary for use in the District of Columbia and 
the several collection districts: Provided, That not more 
than $2,750,000 of the total amount appropriated by this sec- 
tion may be expended in the Bureau of Internal Revenue, in 
tiie District of Columbia. 

(d) (1) There is hereby created a board to be known as the 
"Advisory Tax Board," hereinafter called the Board, and to 
be composed of not to exceed six members to be appomted by 
the Commissioner with the approval of the Secretary. The 
Board shall cease to exist at the expiration of two years after 
the passage of this act, or at such earlier time as the Commis- 
sioner with the approval of the Secretary may desimiate. 

Vacancies in the membership of the Board shall be filled in 
the same manner as an original appointment. Any member 
shall be subject to removal by the Commissioner with the ap- 
proval of the Secretary. The Commissioner with the approval 
of the Secretary shall designate the chairman of the Board. 
Each member shall receive an annual salary of $9,000, payable 
monthly, together with actual necessary expenses when absent 
from the District of Columbia on official business. 

(2) The Commissioner may, and on the reouest of any tax- 
payer directly interested shall, submit to the Board any ques- 
tion relating to the interpretation or administration of the 
income, war-profits or excess-profits tax laws, and the Bosurd 
shall report its findings and recommendations to the Commis- 
sioner. 

(3) The Board shall have its office in the Bureau of Inter- 
nal Revenue in the District of Columbia. The expenses and 
salaries of the members of the Board shall be audited, allowed, 

[202] 



and paid out of appropriations for collecting internal revenue, 
in the same manner as expenses and salaries of employees oi 
the Bureau of Internal Revenue are audited, allowed, and paid. 

(4) The Board shall have the power to summon witnesses, 
take testimony, administer oaths and to require any person 
to produce books, papers, documents, or other data relating 
to any matter under myestigation by the Board. Any mem- 
ber of the Board may sign subpoenas and members and em- 
ployees of the Bureau of Internal Revenue designated to assist 
the Bo^, when authorized by the Board, may administer 
oaths, examine witnesses, take testimony and receive evidence. 

Sec. 1302. That all internal revenue agents and inspec- 
tors shall be granted leave of absence with pay, which snail 
not be ciunulative, not to exceed thirty dayjs in any calendar 
year, under such regulations as the Commissioner, with the 
approval of the Secretary, may prescribe. 

Sec. 1303. (a) That there is hereby created a Legis- Legislative 
lative Drafting Service under the direction of two drafts- Drafting 
men, one of whom shall be appointed by the President of the Service 
Senate, and one by the Speaker of the House of Representa- 
tives, without reference to political affiliations and solely on 
the ground of fitness to perform the duties of the office. Each 
draftsman shall receive a salary of $5,000 a year, payable 
monthly. The draftsmen shall, subject to the approval of 
the President of the Senate and the Speaker of the House of 
Representatives, employ and fix the compensation of such 
assistant draftsmen, clerks, and other employees, and pur- 
chase such furniture, office equipment, books, stationery, 
and other supplies, as may be necessary for the proper per- 
formance of the duties of the service and as may be appro- 
priated for by Congress. 

(b) The Drafting Service shall aid in drafting public 
bills and resolutions or amendments thereto on the request 
of any committee of either House of Congress, but the Library 
Committee of the Senate and the Library Committee of the 
House of Representatives, respectively, may determine the 
preference, if any, to be given to such requests of the com* 
mittees of either House, respectively. The draftsmen shall, 
from time to time, prescribe rules and regulations for the 
conduct of the work of the service for the committees of each 
House, subject to the approval of the Library Committee of 
each House, respectively. 

(c) For the remainder of the current fiscal vear there is 
hereby appropriated, out of any money in the Treasury not 
otherwise appropriated, the sum of $25,000. or so much 
thereof as may be necessary, for the purpose of defraying the 
expenses of the establishment and maintenance of the service, 
including the payment of salaries herein authorized. One- 
half of all appropriations for the service shall be disbursed by 
the Secretary of the Senate and one-half by the Clerk of the 
House of Representatives. 
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Virgin Skg. 1304. That there shall be levied, collected, and ^d 

Islands in the United States^ upon articles coming into tne United 

States from the Virgin Islands, a tax equal to the internal- 
revenue tax imposed in the United States upon like articles 
of domestic manufacture; such articles shipped from such 
icdands to the United States shall be exempt from the pay- 
ment of any tax imposed by the internal-revenue laws of 
such iedands: Provided, That there shall be levied, collected, 
and paid in such islands, upon articles imported from the 
'* United States, a tax equal to the internal-revenue tax imposed 

in such islands upon like articles there manufactured; and 
such articles going iato such islands from the United States 
shall be (exempt from payment of any tax imposed by the 
internal-revenue laws of the United States. 

Sec. 1305. That all administrative, special, or stamp 
provisions of law, including the law relating to the assess- 
ment of taxes, so far as applicable, are hereby extended to 
and made a part of this Act, and every person liable to anv 
tax imposed by this Act, or for the collection thereof, shaU 
keep such records and render, under oath, such statements 
and returns, and shall comply with such regulations as the 
Commissioner, with the approval of the Secretary, may from 
time to time prescribe. 

Whenever in the judgment of the Conmiissioner necessary 
he may require any person, by notice served upon him, to 
make a return or such statements as he deems sufficient to show 
whether or not such person is Uable to tax. 

The Commissioner, for the purpose of ascertaining the 
correctness of any return or for the purpose of makmg a 
return where none had been made, is nereDv authorized, by 
any revenue agent or inspector designated by him for that pur- 
pose, to examine, any books, papers, records or memoranda 
bearing upon the matters requirea to be included in the return, 
and may require the attenoance of the person rendering the 
return or of any officer or employee of such person, or the 
attendance of any other person having knowledge in the 
premises, and may take his testimony with reference to the 
matter required by law to be included in such return, with 
power to administer oSaths to such person or persons. 

Floor Taxes Sec. 1306. That where floor taxes are imposed by this 
Act in respect to articles or commodities, in respect to which 
the tax imposed by existing law has been paid, tiie person re- 
quired by this Act to pay the tax shall, within thirty days 
alter its passage, make return under oath in such form and 
under such r^ulations as the Commissioner, with the ap- 
proval of the Secretary, shall prescribe. Payment of the 
tax shown to be due may be extended to a date not exceed- 
ing; seven months from the passage of this Act, upon the 
fihng of a bond for payment in such form and amount and 
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with such sureties as the Commissioner, with the approval of 
the Secretary, may prescribe. 

Sec. 1307. That in all cases where the method of col- CoUecUom 
lecting the tax imposed by this Act is not specifically pro- of Tax 
vided in this Act, the tax shall be collected in such manner as 
the Conmiissioner, with the approval of the Secretary, may 

Prescribe. All administrative and penalty provisions of 
Itle XI of this Act, in so far as applicable, shall appl^r to 
the collection of any tax which the Commissioner determines 
or prescribes shall be paid by stamp. 

Sec. 1308. (a) That any person required under Titles PenaUy for 
V, VI, VII, VIII, IX, X, or XII, to pay, or to collect, ac- Failure to 
count for and pay over any tax, or required by law or regula- Pay Tax or 
tions made imder authority thereof to make a return or supply FUe Return 
any information for the purposes of the computation, assess- 
ment or collection of any such tax, who fails to pay, collect, or 
truly acooimt for and pay over any such tax, make any such 
return or supply any such information at the time or times 
required bv law or regulation shall in addition to other penal- 
ties provioed by law be subject to a penalty of not more than 
$1,000. 

(b) Any person who wilfully refuses to pay, collect, 
or truly account for and pay over any such tax, make such 
return or supply such information at the time or times re- 
quired by law or regulation, or who wilfully attempts in any 
manner to evade such tax shall be guilty of a misdemeanor 
and in addition to other penalties provided by law shall be 
fined not more than $10,000 or imprisoned for not more than 
one year, or both, together with the costs of prosecution. 

(c) Any person who wilfully refuses to pay, collect, or 
tndy account for and pay over any such tax shall in addition 
to other penalties provided bv law be liable to a penalty of 
the amount of the tax evaded, or not paid, collected, or 
accounted for and paid over, to be assessed and collected in 
the same manner as taxes are assessed and collected. Pro- 
vided^ however J That no penalty shaU be assessed imder this 
subdivision for any offense for which a penalty mm be as- 
sessed under authority of section 3176 of the Revised Statutes, 
as amended, or of section 605 or 620 of this Act, or for any 
offense for which a penalty has been recovered under section 
3266 of the Revised Statutes. 

(d) The term "person" as used in this section includes Definition 
an officer or employee of a corporation or a member or em- of Person 
ployee of a partnership, who as such officer, employee, or 
member is under a duty to perform the act in respect of wmch 

the violation occurs. 

Sec. 1309. That the Commissioner, with the approval 
of the Secretary, is hereby authorized to make all needful rules 
and regulations for the enforcement of the provisions of this 
Act. 
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The Commissioner with such approval may by regula- 
tion provide that any return required bv Titles V, VI, VII, 
VIII, IX or X to be imder oath may, if the amount of the 
tax covered thereby is not in excess of $10, be signed or ac- 
knowledged before two witnesses instead of under oath. 

Overpayment Sec. 1310. (a) That in the case of any overpayment or 

over collection of any tax imposed by section 628 or 630 or 
by Title V, Title VIII, or Title IX, the person making such 
overpayment or over collection may take credit therefor 
against taxes due upon any monthly return, and shall make 
refund of any excessive amount collected by him upon proper 
application by the person entitled thereto. 

(b) Wherever in this Act a tax is required to be paid by 
the purchaser to the vendor at the time of a sale, and such sale 
is made on credit, then, under regulations prescribed by the 
Commissioner, with the approval of the Secretary, the tax 
may, at the option of the vendor, be returned ana paid by 
him to the Umted States as if paid to him by the purchaser 
at the time of the sale, and in such case the vendor shall have 
a right of action in any court of competent jurisdiction against 
the purchaser for the amount of the tax so returned and paid 
to the United States. 

(c) Under such rules and regulations as the Commissioner 
with the approval of the Secretary may prescribe, the taxes 
imposed under the provisions of Titles VI, VII or IX shall not 
apply in respect to articles sold or leased for export and in due 
course so exported. Under such rules and regulations the 
amount of any internal-revenue tax erroneously or illegally 
collected in respect to exported articles may be refunded to 
the exporter of the article, instead of to the manufacturer, if 
the manufacturer waives any claim for the amount so to be 
refunded. 
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Sec. 1311. That where the rate of tax imposed by this 
Act, payable by stamps, is an increase over previously 
existing rates, stamps on hand in the collectors' offices and in 
the Bureau ot Internal Revenue may continue to be used until 
the supply on hand is exhausted, but shall be sold and ao- 
coimt^ for at the rates provided by this Act, and assessment 
shall be made against manufacturers and other taxpayers 
having such stamps on hand on the day this Act takes effect 
for the difference between the ainoimt paid for such stamps 
and the tax due at the rates provided by this Act. 

Sec. 1312. (1) That (a) if any person has prior to 
May 9, 1917, made a bona fide contract with a dealer for the 
sale or lease, after the tax takes effect, of any article in resect 
to which a tax is imposed under Title VI, VII, or IX, or 
under subdivision 13 of Schedule A of Title XI, or under this 
subdivision and (b) if such contract does not permit the adding 
of the whole of such tax to the amount to be paid under such 
contract, then the vendee or lessee shall, in lieu of the vendor 
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or lessor, pay so much of such tax as is not so permitted to be 
added to the contract price. If a contract of the character 
above described was made with any person other than a dealer, 
the tax collected under this Act snisdl be the tax in force on 
May 9, 1917. 

(2) If (a) any person has prior to September 3, 1918, Contracts 
made a bona fide contract with a dealer for the sale or lease, Made prior 
after the tax takes effect, of any article in respect to which a to September 
tax is imposed under Title VI, VII, or IX, or under subdi- 5, 1918 
vision 13 of Schedule A of Title XI, or under this subdivision, 

and in respect to which no corresponding tax was imposed by 
the Revenue Act of 1917, and (b) such contract does not 
permit the adding, to the amount to be paid under such con- 
tract, of the whole of the tax imposed by this Act, then the 
vendee or lessee shall, in lieu of the vendor or lessor, pay 
so much of the tax imposed by this Act as is not so permitted 
to be added to the contract price. If a contract of the char- 
acter above described was made with any person other than 
a dealer, no tax shall be collected imder tms Act. 

(3) If (a) any person has prior to September 3, 1918, 
made a bona fide contract with a dealer for the sale or lease, 
after the tax takes effect, of any articles in respect to which a 
tax is imposed under Title VI, VII, or IX, or under sub- 
division 13 of Schedule A of Title XI, or under this sub- 
division, and in respect to which a corresponding tax was 
imposea by the Revenue Act of 1917, and (b) such contract 
does not permit the adding, to the amoimt to be paid imder 
such contract, of the whole of the difference between such 
tax and the corresponding tax imposed by the Revenue Act of 
1917, then the vendee or lessee shall, in heu of the vendor 
or lessor, pay so much of such difference as is not so permit- 
ted to be added to the contract price. If a contract of the 
character above described was made with any person other 
than a dealer, the tax collected imder this Act shall be the tax 
in force on September 3, 1918. 

(4) The taxes payable by the vendee or lessee under Taxes 
this section shall be paid to the vendor or lessor at the time Payable 
the sale or lease is consummated, and collected, returned, and by Vendee 
paid to the United States by such vendor or lessor in the 

same manner as provided in section 502. 

(5) The term "dealer'' as used in this section includes Dealer 
a vendee who purchases any article with intent to use it in the Defined 
manufacture or production of another article intended for 

sale. 

(6) This section shall not apply to any tax imposed by 
section 906. 

Sec 1313. That in the payment of any tax under this Fraction 
Act not payable by stamp a fractional part of a cent shall be of Cent 
disre^ded unless it amounts to one-half cent or more, in which 
case it shall be increased to 1 cent. 
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Sec. 1314. That collectors may receive, at par with an 
adjustment for accrued interest, certificates of indebted- 
ness issued by the United States and imcertified checks 
in payment of income, war-profits and excess-profits taxes 
ana any other taxes payable oth^ than by stamp, during 
such time and under such regulations as the Commissioner 
with the approval of the Secretary, shall prescribe; but if 
a chedc so received is not paid by the bank on which it is 
drawn the person by whom such check has been tendered 
shall remain liable for the payment of the tax and for all legal 
penalties and additions the same as if such check had not 
been tendered. 

Sec. 1315. That section 3315 of the Revised Statutes, 
as amended, is hereby amended to read as follows: 

''Sec. 3315. The Commissioner of Internal Revenue 
may, under regulations prescribed by him with the appro^ 
of the ScM^retary of the Treasury, issue stamps for restamping 
packages of distilled spirits, tobacco, cigars, snuff, cigarettes, 
fermented liquors, ana wines which have been duly stamped 
but from which the stamps have been lost or destroyed by 
unavoidable accident.'' 

Sec. 1316. (a) That section 3220 of the Revised Statutes 
is hereby amended to read as follows: 

''Sec. 3220. The Conmiissioner of Internal Revalue, 
subject to regulations prescribed by the Secretary of the 
Tr^isury, is authorized to remit, refund, and pay back aU 
taxes erroneously or illegally assessed or collected, all penal- 
ties collected without authority, and all taxes that appear to 
be unjustly assessed or excessive in amount, or in any manner 
wrongfully collected; also to repay to any collector or deputy 
collector the full amoimt of such siuns of money as may ble 
recovered against him in anv court, for any internal revenue 
taxes collected by him, with the cost and expenses of suit j also 
all damages and costs recovered against any assessor, assistant 
assessor, collector, deputy collector, agent, or inspector, in 
any suit brought against him by reason of anything done in 
the due performance of his official duty, and shall make report 
to Congress at the beginning of each regular session of Con- 
gress of all transactions imder this section.'^ 

(b) Section 3225 of the Revised Statutes of the United 
States is hereby amended to read as follows: 

"Sec. 3225. When a second assessment is made in case 
of any list, statement, or return, which in the opinion of the 
collector or deputy collector was false or fraudulent, or con- 
tained any understatement or under valuation, sucn assess- 
ment shall not be remitted, nor shall taxes collected under 
such assessment be refunded, or paid back, or recovered by 
any suit, unless it is proved that such list, statement, or 
return was not willfully false or fraudulent and did not con- 
tain any willful imderstatement or imdervaluation." 
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(c) That the paragraph of section 3089 of the Revised 
Statutes, as amended, reading as follows: 

''Refimding taxes iUegally collected (internal revenue) : To 
refund and pay back duties erroneouslv or illegally assumed or 
collected under the internal-revenue Laws/' is repealed from 
and after Jime 30, 1920; and the Secretary of the iS'easury 
shall submit for the fiscal year 1921, and annually thereafter, 
an estimate of appropriations to refund and pay back duties or 
taxes erroneously or illegally assessed or collected under 
the internal-revenue laws, and to pay judgments, including 
interest and costs, rendered for taxes or penalties erroneously 
or illegally assessed or collected under the internal-revenue 
laws. 

Sec. 1317. That sections 3164, 3165, 3167, 3172, 3173, ViokOian 
and 3176 of the Revised Statutes as amended are hereby qfLcvuo 
amended to read as follows: Within 

"Sec. 3164. It shall be the duty of every collector of Knowledge 
internal revenue having knowledge of any willful violation of ^f CoUector 
any law of the United States relating to the revenue, within 
thuty da3rs after coming into possession of such knowledge, 
to file with the district attomev of the district in which anv 
fine, penalty, or forfeiture may be incurred, a statement of aU 
the facts ana circumstances of the case within his knowledge, 
together with the names of the witnesses, setting forth me 
provisions of law beUeved to be so violated on which reliance 
may be had for condemnation or conviction. 

"Sec. 3166. Every collector, deputy collector, internal- Administer' 
revenue a^ent, and internal-revenue officer assigned to duty ing Oaiha 
under an mtemal-revenue agent, is authorized to administer 
oaths and to take evidence touching anv part of the adminis- 
tration of the internal-revenue laws with which he is charged, 
or where such oaths and evidence are authorized by law or 
regulation authorized by law to be taken. 

"Sec. 3167. It shall be unlawful for any collector, deputy Unlaufid 
collector, agent, clerk, or other officer or employee of the for Couedora 
United States to divulge or to make known in any manner to Dundge 
whatevOT not provided by law to any person the operations. Information 
style of work, or apparatus of any manufacturer or producer 
visited by him in the discharge of his official duties, or the 
amount or source of income, profits, losses, expenditures, or 
any particular thereof, set forth or disclosed in any income 
return, or to permit any income return or copy thereof or any ' 
book containing any abstract or particulars thereof to bie 
seen or examin^ by anv person except as provided by law; 
and it shall be unlawful for any person to print or publish 
in any manner whatever not provided by law any income 
return, or any part thereof or source of income, profits, losses, 
or expenditures appearing in any income return; and any 
offense against the foregoing provision shall be a misde- 
meanor and be punished by a fine not exceeding $1,000 or by 
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imprisomnent not exceeding one year, or both, at the dis- 
cretion of the court; and if the offender be an officer or em- 
ployee of the United States he shall be dismissed from office 
or oischarged from employment. 

"Sec. 3172. Every collector shall, from time to time, 
cause his deputies to proceed through every part of his dis- 
trict and inquire after and concerning all persons therein 
who are liable to pay any internal-revenue tax, and all per- 
sons owning or having the care and management of any 
objects Uable to pay any tax, and to make a fist of such per- 
sons and eniunerate said objects. 

Returns "Sec. 3173. It shall be the duty of any person, partner- 

shipj firm, association, or corporation, made liable to any duty, 
special tax, or other tax imposed by law, when not otherwise 
provided for, (1) in case of a special tax, on or before the 
thirty-first day of July in each year, and (2) in other cases 
before the day on which the taxes accrue, to make a list or 
return, verified by oath, to the collector or a deputy collector 
of the district where located, of the articles or objects, in- 
cluding the quantity of goods, wares, and merchandise, made 
or sold and charged with a tax, the several rates and aggre- 
gate amount, according to the forms and regulations to be 
prescribed by the Commissioner of Internal Revenue, with 
the approval of the Secretary of the Treasury, for whicn such 
person, partnership, firm, association, or corporation is Uable: 
ProMed, That if any person liable to pay any duty or tax, 
or owning, possessing, or having the care or management of 

groperty, goods, wares, and merchandise, article or objects 
able to pay any duty, tax, or license, shall fail to make and 
e^ibit a list or return required by law, but shall consent to 
disclose the particulars of any and all the property, goods, 
wares, and merchandise, articles, and objects liable U> pay 
any duty or tax, or any business or occupation Hable to pay 
any tax as aforesaid, then, and in that case, it shall be the 
duty of the collector or deputy collector to make such list or 
return, which, being distinctly read, consented to, and 
signed and verified by oath by tne person so owning, possess- 
ing, or having the care and management as aforesaid, may 
be received as the list of such person: Provided further, 
That in case no annual list or return has been rendered by 
such person to the collector or deputy collector as required by 
law, and the person shall be absent from his or her residence 
or place of business at the time the collector or a deputy col- 
lector shall call for the annual list or return, it shall he the 
duty of such collector or deputy collector to leave at such place 
of residence or business, with some one of suitable a^ and 
discretion, if such be present, otherwise to deposit m the 
nearest post office, a note or memorandum addressed to such 
person, reauiring him or her to render to such collector or 
deputy collector the list or return required by law withhi 
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ten days from the date of such note or memorandum, verified 
by oath. And if any person, on being notified or required 
as aforesaid, shall refuse or neglect to render such list or re- 
turn within the time required as aforesaid, or whenever any 
person who is required to deliver a monthly or other return 
of objects subject to tax fails to do so at the time reauired, or 
delivers any return which, in the opinion of the collector, is 
erroneous, false, or fraudulent, or contains any imdervaluation 
or understatement, or refuses to allow any regularly authorized 
Government officer to examine the books of such person, firm, 
or corporation, it shall be lawful for the collector to simmion 
such person, or any other person having possession, custody, or 
care. of books of account containing entries relating to the 
business of such person or any other person he may deem 
proper to appear before him and produce such books at a time 
and place named in the summons, and to give testimony or 
answer interrogatories, under oath, respecting any objectis or 
income liable to tax or the returns tnereof . The collector may 
summon any person residing or found within the State or 
Territory in which his district lies; and when the person in- 
tended to be summoned does not redide and can not be foimd 
within such State or Territory, he may enter any collection 
district where such person may be foimd and there make the 
examination herein authorized. And to this end he may there 
exercise all the authority which he mi^ht lawfully exercise in 
the district for which he was conmiissioned: Provided^ That 
'person,' as used in this section, shall.be construed to include 
any corporation, joint-stock company or association, or insur- 
ance company when such construction is necessary to carry 
out its provisions. 

"Sec. 3176. If any person, corporation, company, or Failure 
association fails to make and file a rotum or list at the time to File 
prescribed by law or by regulation made under authority of Retwms 
law, or makes, willfully or otherwise, a false or fraudulent 
return or list, the collector or deputy collector shall make 
the return or list from his own knowledge and from such 
information as he can obtain through testimony or other- 
wise. In any such case the Commissioner [may, from his 
own knowledge and from such information as he can obtain 
through testimony or otherwise, make a return or amend any 
return made by a collector or deputy collector. Any return 
or list so made and subscribed by the Commissioner, or by a 
collector or deputy collector and approved by the Commis- 
sioner, shall be prima facie good and sufficient for all legal 
purposes. 

"If the failure to file a return or list is due to sickness 
or absence, the collector may allow such further time, not 
exceeding thirty days, for making and filing the return or 
list as he deems proper. 

"The Commissioner of Internal Revenue shall deter- 
mine and assess all taxes, other than stamp taxes, as to which 
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returns or lists are so made under the provisions of this sec- 
tion. In case of any failure to make and file a return or list 
within the time prescribed by law, or prescribed by the Com- 
missioner of Internal Revenue or the collector in pursuance 
of law, the Conunissioner of Internal Revenue shsdl add to 
the tax 25 per centmn of its amount, except that when a 
return is filed after such time and it is shown that the failure 
to file it was due to a reasonable cause and not to willful 
neglect, no such addition shall be made to tiie tax. In case 
a false or fraudulent return or list is willfully made, the Com- 
missioner of Internal Revenue shall add to the tmc 50 per 
centum of its amount. 

''The amoimt so added to any tax shall be collected at 
the same time and in the same manner and as part of the 
tax unless the tax has been paid before the discovery of the 
neglect, falsity, or fraud, in which case the amount so added 
shall be collected in the same manner as the tax." 

Sec. 1318. That if any person is simmioned under this 
Act to appear, to testify, or to produce books, papers or 
other data, the district court of the United States for the 
district in which such person resides shall have jurisdictioii 
by appropriate process to compel such attendance, testimony, 
or production of books, papers^ or other data. 

The district courts ot the Umted States at the instance of the 
United States are hereby invested with such jurisdiction to 
make and issue,, both in actions at law and suits in equity, 
writs and orders of injunction, and of ne exeat republica, or- 
ders appointing receivers, and such other orders and process, 
and to render such judgments and decrees, granting in proper 
cases both legal and equitable relief together, as may be neces- 
sary or appropriate for the enforcement of the provisions of 
this Act. The remedies hereby provided are in addition to 
and not exclusive of any and all other remedies of the United 
States in such courts or otherwise to enforce such provisions. 

Sec. 1319. That whoever in connection with the sale 
or lease, or offer for sale or lease, of any article, or for the 
purpose of making such sale or lease, makes any statement, 
written or oral, (1) intended or calculated to lead any person 
to believe that any part of the price at which such article is 
sold or leased, or offered for sale or lease, consists of a tax 
imposed under the authority of the United States^ or (2) 
ascribing a particular part of such price to a tax unposied 
under the authority of the United States, knowing that such 
statement is f sdse or that the tax is not so great as the portion 
of such price ascribed to such tax, shall be guilty of a mis- 
demeanor and upon conviction thereof shall be punished by a 
fine of not more than $1,000 or by imprisonment not exceedmg 
one year, or both. 

Sec. 1320. That wherever by the laws of the United States 
or regulations made pursuant thereto, any person is required to 
furnish any recogmzance, stipulation, bond, guaranty, or 
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undertaking, hereinafter called ''penal bond", with surety or Bonds 
sureties, sucn person may, in lieu of such surety or sureties, de- Required 
posit as security with the official having authority to approve by Laws of 
such penal bond. United States Liberty bonds or other bonds United 
of the United States in a sum equal at their par value to the States 
amount of such penal bond reqmred to be furnished, together 
with an agreement authorizing such official to collect or sell 
such bonds so deposited in case of any default in the perform- 
ance of any of the conditions or stipulations of such penal bond. 
The acceptance of such United States bonds in Ueu of surety 
or sureties required by law shall have the same force and effect 
as individual or corporate sureties, or certified checks, bajik 
drafts, post-office money orders or cash, for the penalty or 
amount of such penal bond. The bonds deposited nereimder. 
and such other United States bonds as may be substituted 
therefor from time to time as such security, may be deposited 
with the Treasurer, or an Assistant Treasurer of the United 
States, a Government depository. Federal Eeserve bank, or 
member bank, which shall issue receipt therefor, describing 
such bonds so deposited. As soon as security for the perform- 
ance of such penal bond is no longer necessary, such bonds so 
deposited shall be retmned to the depositor: Provided^ That 
in case a person or persons supplying a contractor with labor 
or material as provided by tne Act of Congress, approved 
February 24, 1905 (33 Stat., 811), entitled "An Act to amend 
an Act approved August thirteenth, eighteen hundred and 
ninety-four, entitled An Act for the protection of persons 
furnishing materials and labor for the construction of public 
works'/' shall file with the obligee, at an^ time after a default 
in the performance of any contract subiect to said Acts, the ' 
application and affidavit therein provided, the obUgee shall not 
deliver to the obligor the deposited bonds nor any surplus pro- 
ceeds thereof untfl the expiration of the time limited by said 
Acts for the institution of suit by such person or persons, and. 
in case suit shall be instituted within such time, shall hold saia 
bonds or proceeds subject to the order of the court having juris- 
diction thereof: Provided further , That nothing herein con- 
tained shall affect or impair the priority of the claim of the 
United States against the Donds deposited or any right or reme- 
dy granted by said Acts or by this section to the United 
Stat^ for default upon any obligation of said penal bond: 
Provided further, Tna,t all laws inconsistent with this sec- 
tion are hereby so modified as to conform to the provisions 
hereof: And provided further, That nothing contained herein 
shall affect the authority of courts over the security, where 
such bonds are taken as security in judicial proceedings, or the 
authority of any administrative officer of the United States to 
receive United States bonds for security in cases authorized by 
existing laws. The Secretary may prescribe rules and regu- 
lations necessary and proper for carrying this section into 
effect. 
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Title XIV. — General Provisions 

Text of Law 

Sec. 1400. (a) That the following parts of Acts are 
Repeal hereby repealed, subject to the limitations provided in sub- 

Provisiona division (b): 

(1) The following titles of the Revenue Act of 1916: 
Title I (called "Income Tax"); 

Title II (called "Estate Tax"); 

Title III (called "Munitions Manufacturers' Tax"), as 
Amended * 

Title IV (called "Miscellaneous Taxes"). 

(2) The following parts of the Act entitled "An Act to 
provide increased revenue to defray the expenses of the in- 
creased appropriations for the Army and Navy and the ex- 
tensions of fortifications, and for other purposes," approved 
March 3, 1917: 

Title III (caUed " Estate Tax ") ; 

Section 402 (called "Returns of Dividends"). 

(3) The following titles of the Revenue Act of 1917: 
Title I (caDed "War Income Tax"); 

Title II (called "War Excess-Profits Tax"); 

Title III (called "War Tax on Beverages"); 

Title IV (called "War Tax on Cigars, Tobacco, and Man- 
lif acturers Thereof " ^ * 

Title V (called "War Tax on Facilities Furnished by 
Public Utilities and Insurance"); 

Title VI (caUed "War Excise Taxes"); 

Title VII (called "War Tax on Admissions and Dues"); 

Title VIII (called "War Stamp Taxes"); 

Title IX (called "War Estate Tax"); 

Title X (called "Administrative Provisions"); 

Title XII (called "Income -Tax Amendments"). 

(b) Such parts of Acts shall remain in force for the 
assessment and collection of all taxes which have accrued 
thereunder, and for the imposition and collection of all pen- 
alties or forfeitures which have accrued and may accrue in 
relation to any such taxes, and except that the unexpended 
balance of any appropriation heretofore made and now avail- 
able for the administration of any such part of an Act shall 
be available for the administration of tms Act or the corre- 
sponding provisions thereof: Provided^ That, except as 
otherwise provided in this Act, no taxes shall be collected 
under Title I of the Revenue Act of 1916 as amended by the 
Revenue Act of 1917, or Title I or II of the Revenue Act 
of 1917, in respect to any period after December 31, 1917: 
Provided further. That the assessment and collection of all 
estate taxes, and the imposition and collection of all penalties 
or forfeitures, which have accrued under Title II of the Rev- 
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enue Act of 1916 as amended by the Act entitled "An Act to 
provide increased revenue to defray the expenses of the in- 
creased appropriations for the Army and Navy and the exten- 
sions of fortifications, and for other purposes/' approved 
March 3, 1917, or Title IX of the Revenue Act of 1917, shall 
be according to the provisions of Title IV of this Act. 

In the case of any ti^ imposed by any part of an Act 
herein repealed, if there is a tax imposed by this Act in lieu 
thereof, the provision imposing such tax shall remain in force 
until the corresponding tax under this Act takes effect under 
the provisions of this Act. 

Title I of the Revenue Act of 1916 as amended by the Porto Rico 
Revenue Act of 1917 shall remain in force for the assessment and 
and collection of the income tax in Porto Rico and the Philip- Philippines 
pine Islands, except as may be otherwise provided by their 
respective legislatures. 

Sec. 1401. That section 1100 of the Revenue Act of Postage 
1917 is hereby repealed, to take effect on July 1, 1919, and First Class 
thereafter the rate of postage on all mail matter of the first Matter 
class shall be the same as the rate in force on October 2, 1917: 
Provided, That letters written and mailed by soldiers, sailors. 
and marines assigned to duty in a foreign country engaged 
in the present war ma^ be mailed free of postage, subject to 
such rules and regulations as may be prescribed by the Post- 
master General. 

Section 1107 of such Act is hereby repealed, to take effect 
Julv 11, 1919. 

Sec. 1402. That if any clause, sentence, paragraph, Provisions 
or part of this Act shall for any reason be adjudged by any Deemed 
coiu*t of competent jurisdiction to be invalid, such judgment Separable 
shall not affect, impair, or invaUdate the remainder of this 
Act, but shall be confined in its operation to the clause, sen- 
tence, paragraph, or part thereof directly involved in the con- 
troversy in which such judgment has been rendered. 

Sec. 1403. That the Revenue Act of 1916 is hereby 
amended by adding at the end thereof a section to read as 
follows: 

"Sbc.'&OS. That this Act may be cited as the 'Revenue 
Act of 1916.*" 

Sec. 1404. That the Revenue Act of 1917 is hereby 
amended by adding at the end thereof a section to read as 
follows: 

''Sec. 1303. That this Act may be cited as the 'Revenue 
Act of 1917.'" 

Sec. 1405. That this Act may be cited as the "Revenue 
Act of 1918." 

Sec. 1406. That all persons serving in the military or naval Compensa- 
forces of the United States during the present war who have, tion Military 
since April 6, 1917, resigned or been discharged imder honor^ artd Naval 
able conditions (or, in the case of reservists, been placed on Forces 
inactive duty), or who at any time hereafter (but not later 
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than the termination of the current enlistment or term of serv- 
ice) in the case of the enlisted personnel and female nurses, 
or within oneyear after the termination of the present war in. 
the case of omcers, may resign or be dischargea imder honor- 
able conditions (or, in the case of reservists, be placed on inac- 
tive duty), shall be paid, in addition to all other amounts due 
them in pursuance of law, $60 each. 

This amount shall not be paid (1) to any person who though 
appointed or inducted into the military or naval forces on or 
prior to November 11, 1918, had not reported for duty at his 
station on or prior to such date; or (2) to anv person who has 
already received one month's pay under the provisions of 
section 9 of the Act entitled ^^Ajdl Act to authorize the Presi- 
dent to increase temporarily the militaiy establii^iment of the 
United States." approved May 18, 1917; or (3) to any person 
who is entitled to retired pay ; or (4) to the heirs or legped repre- 
sentatives of any person entitled to any payment under this 
section who has died or may die before receiving such pay- 
ment. In the case of any person who subsequent to sepa- 
ration from the service as above specified has been appointed 
or inducted into the military or naval forces of the United 
States and has been or is again separated from tiie service as 
above specified, only one payment of $60 shall be made. 

The above amount, in the case of separation from the serv- 
ice on or prior to the passage of this Act, shall be paid as soon as 
practicable after the passage of this Act, and m the case of 
separation from the service after the passage of this Act shall 
be paid at the time of such separation. 

The amoimts herein provided for shall be paid out of the 
appropriations for "Pay of the Army" ana "Pay of the 
Navy," respectively, by such disbursing officers as may be 
designated oy the Secretary of War and the Secretary of the 
Navy. 

The Secretary of War and the Secretary of the Navy respec- 
tively shall make all regulations necessary for the enforcement 
of the provisions of this section. 

Sec. 1407. That the provisions of section 5 of the Act en- 
titled "An Act making appropriations for the service of the 
Post Office Department for tne fiscal year ending June 30, 
1918, and for other purposes," approved March 3, 1917, rela- 
ting to intoxicating hquors in interstate commerce, as amended 
by section 1110 of an Act entitled "An Act to provide revenue 
to defray war expenses, and for other purposes." approved 
October 3, 1917, be, and the same are hereby, made applicable 
to the District of Columbia. 

Sec. 1408. That every person who on or after April 6, 
1917, has entered into any contract, undertaking, or agree- 
ment with the United States, or with any department, bu- 
reau, officer, commission, board, or agency under the United 
States or acting in his behalf, or with any other person hav- 
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ins contract relations with the United States, for the per- 
formance of any work or the suppl}ring of any materials or 
property for the use of or for the account of the United States, 
shaU, within thirty da3rs after a request of the Commissioner 
therefor, file with the Commissioner a true and correct copy 
of every such contract, undertaking, or agreement. 

Whoever fails to comply with such request of the Com- 
missioner shall be guilty of a misdemeanor and shall be Penalty 
punished by a fine of not more than $1,000, or by imprison- 
ment for not more than one year, or both. 

The Commissioner shall (when not violative of the technical 
military or naval secrets of the Government) have access to sdl 
information and data relating to any such contract, under- 
taking, or agreement in the possession, control or custody of 
any department, bureau, board, agency, officer or conmiis- 
sion of the United States and may call upon any such depart- 
*ment, bureau, board^ agency, officer or commission for a full 
statement and descnption of any allowance for amortization, 
obsolescence, depreciation or loss, or of any valuation, ap- 
praisal, adjustment or final settlement, made in pursuance 
of any such contract, undertaking, or a^eement. 

Sec. 1409. That unless otherwise herein specially pro- 
vided, this Act shall take effect on the day following its pas- 
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Penalties 

Failure to file return, 41. 77 

Failure to pay tax, 40. 73 

Failure to supply infor- 
mation. 41. 77 

Interest on unpaid taxes, 
40. 76 

Wilful refusal to file return, 
41,77 

Personal service corporation 
Not subject to tax as such, 

27,67 
Stockholders, how taxed, 
27.57 
Philippine Islands (See Porto 
Rico) 

Porto Rico and Philippine 
Islands 

Corporations. 42. 80 
Individuals. 42. 80 
Tax, 42. 80 
Possessions of the U. S. 

How taxed. 41, 79 
Public utility, income from, 

17. 51 
Rates of tax 
Accounting period changed. 

16.60 
Fiscal years with difTerent 

rates, 13, 46 
Normal, for 1918 and sub- 
sequent years. 9. 47 
Surtax, for 1918 and subse- 
quent years. 9, 47 
Redetermination of tax, 19. 64 
Refunds, 40. 74, 76-77 
Reorguiization of corpora- 
tions. 30. 44 
Restoration of property, 22, 

66 
Returns 
Accounting period changed, 

33,63 
Agents. 36, 62 
Consolidated, 36, 72 
Corporations. 34. 71 " 
Estate and Trusts. 33, 62 
Examination of. 40. 74 
Extension of time to file. 39. 

64 
Foreign corporations. 36. 71 
Husband and Wife. 33. 62 
Individuals. 33, 62 
Information at source, 36. 

77 
Miscellaneous income. 36. 

77 
Nonresident aliens, 26. 66 
Partnerships and Partners, 
34,62 
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Personal aervioe corpora- 
tions, 34, 71 

Place of filing, 38, 64, 73 

Time of filing. 37. 63, 73 
Salaries of persons in sendee. 

17,62 
Tax-Free Bonds, interest on 

Not deductible, 39, 67 

Withholdibig on. 39. 70 
Taxes paid 

Cremt for, 24, 31, 61, 70 

Deductible, 18, 21. 52. 67 

Foreign. 18. 53 
U. S. Obligations, interest on, 

18,56 
Withholding at source 

Credit for tax withheld, 39, 
60 

Foreign corporations, 70 

Income of foreign govern- 
ments, 17, 51 

Interest on tax-flree bonds, 
39, 60 

Miscellaneous income, 36, 
60, 77 

Returns of broker, 36, 60,77 

iNSUBiLNCE. 121. 122, 125, 126 

Insurancie, Stamp Tax on 
PoLicins OF, 189, 190. 191- 
193, 197 

jBWBIiBT, 163, 168 

Jurisdiction of Coubts, 212 

Lbasbd Wibb Sbbvicb, 119, 
120, 123 

Legislativb Dbaftino Seby- 
ICE, 203 

LiQuoBs (See Beverages) 

Medicines, 164, 169 

Musical Instbuments, 159, 

161, 165. 166. 167 
Nabcoticb, 174. 175, 182-186 

Opium and Debivatives, 174, 
175. 182-186 

Ovebpatment of Taxes, 206 

Pabcel Post Packages, 189, 
191-193, 197 

Pablob Cab Faciuties, 119, 
120, 122-125 

Passengeb Tbanspobtation, 
119, 120, 122-125 

Payment of Taxes, 208 

Penalties, Genebal Pbovi- 

SIONS 

Divulging information, 209 
Failure to file return, 205 
Failure to pay tax, 205 
False statement that tax has 

been paid, 212 
Fraud or misrepresentation, 

212 
General, 205 
Refundable, 209 



Pebfumbs (See Beverages) 

Philippine Islands (See Porto 
Rico) 

Pipe Line Tbanspobtation, 
119, 120, 123, 124, 125 

PoBTo Rico, Impobtation of 
Spibits Fbom, 128, 133. 215 

Postage, First Glass Rates. 
215 

PowBBS op Attobnet, 190. 191- 
193, 197 

Pboduce. Salbs of. 190. 195 

Pbomissoby Notes. 190. 191, 
192. 193, 196 

Pboxibs, 190, 191-193. 196 

Pullman Sbbvice. 119, 120. 
122-125 

Radio Messages. 120. 122-125 

Refunds, 208 

Regulations. Axtthobitt to 
Make. 205 

Repeal Pbovisionb. 214 

Retubns 
Acknowledged before two wit- 
nesses. 210 
By collectors, 209 
Failure to file, 211 

Riding Academies, 175. 179 

Rights. 188, 191-194 

Salbs, Stamp Tax (See Stamp 
Tax), 191, 196 

Saving Clause, 215 

Schedule "A," Stamp Taxbs. 
187-190 

Seats, Pablob Cab and Other. 
119. 120. 123 

Secubitibs. 188, 194 

Sepabable Pbovisionb. 215 

Shooting Gallbbies, 175. 179 

Sleeping Cab Facilities, 120. 
124 

Snuff (See Tobacco) 

Soda Fountains (See Bever- 
ages) 

Soft Dbinks (See Beverages) 

Special Taxes (Arranged al- 
phabeticaUy). 171-186 

Stamps, Use of, 206 

Stamp Taxes (Arranged alphar 
betically), 187-197 

Stateboom, Facilitibs. 120, 
124 

Telephone and Tbleobaph 
Messages, 120, 123 

Theatbes, Museums and Con- 
cebt Halls, 175, 178 
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TicKJSTS, Passaob, 189, 196 

Transfer, Shares of Stock, 
190-194 

Transportation Faciutixs 
119, 120, 122-125 

YiRGiN Islands, Importation 
OF Spirits from, 128, 133 
Shipments to United States, 
204 

War Contracts, Copies Filed 
WITH Commissioner, 217 

Wab-Profits and Excess- 
Profits Tax 
Assessment — basis of repre- 

sentatiye corporations, 87, 

88, 103, 104 

Admissible, 90. 91, 92, 101, 

102 
Inadmissible, 90, 91, 92, 

101, 103 
Transfer of, 96, 106 
Borrowed capital, 93, 101, 103 
Change of ownership, 95, 104, 

106 
Consolidations, 95, 104, 106 
Corporations 
Exempt, 81, 99 
Foreign, 89, 100, 103 
Credit 

Corporations not in exis- 
tence during prewar 
period, 87, 100 
Corporation with no pre- 
war income, 87, 99 
Excess profits. 88, 100 
Foreign corporations, 89, 

100 
War profits, 86, 99, 100 
Definitions (See Definitions, 

G^eneral) 
Exemption 

Apportionment of, 89, 99 
Sp^dfic. 89, 99, 100 
Fiscal year — Corporation re- 
turn 

Computation of tax. 84, 
106. 107 



Partnership returns, 85, 107 

Personal service corporar 
tion, 85, 107 
Qold mining, income from. 81. 

99 
Goyemment contracts, 83, 97. 

98. 103 
Income 

Exempt. 99 

Mixed. 85, 86, 98, 99 

Net, 89, 90, 100, 101 

Prewar, 99, 100, 101 
Invested capital, 90, 91, 101. 

103 

Average, 92. 103 

Borrowed capital not in- 
cluded in, 93, 103 

Income partially from busi- 
ness with, 85, 86, 98 

Special cases, 94. 95. 103. 
104 
Mines, oil and gas wells, sale 

of. 85, 107 
Net income, 89, 90. 100. 101 

105 
Prewar period. 90, 99, 100, 

101, 103 
Property 

Intangible, 90, 91. 101. 102, 
103 

Mixed, 85, 86, 98 

Tangible, 90, 101, 102 
Rates of tax, 82, 83, 96, 97, 

98, 103, 104, 107 
Relief in special cases, 94, 95, 

103, 104 
Reorganizations, 95, 104, 105 

106 
Returns, 81, 106, 107 
Specific exemption, 86, 89. 99, 

100. 104 

Stock, valuation of. 90, 91 

101. 102. 105. 106 
Surplus, 90, 91. 102 
Transportation ssrstems, 98 
Undivided profits, 90, 91, 102 

Waters (See Beverages) 

Wins (See Beverages) 
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